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Incentives for Executives: A Survey 


WHILE INCENTIVE plans for executives are 
widely prevalent—with approximately 45 
per cent of the commercial and industrial 
firms throughout the United States cur- 
rently using this form of compensation— 
virtually no specific information has here- 
tofore been available to the manager who 
wants to develop a new plan or improve an 
existing one and who needs current facts, 
experience, and judgments of other com- 
panies as guideposts. The dearth of infor- 
mation on this important aspect of execu- 
tive compensation is accounted for in part, 
at least, by the fact that the entire subject 
of executive pay has traditionally been 
treated as top secret within industry, and 
this is particularly true of extra compensa- 
tion arrangements. Of unusual interest, 
therefore, is the latest study of AMA’s 
Executive Compensation Service, Report 
on Incentives for Executives, based on 
an analysis of nearly 400 current plans. 


Interestingly enough, the study indi- 
cates that no one type of plan is char- 
acteristic of any particular industry or 
size of company. Similar plans can be 
found in both smal] and large companies 


—and in every industry. On the other 
hand, the amount of the incentive pay- 
ments made to executives does vary with 
the industry. Some industries traditionally 
have made extensive use of these plans, 
while others—such as financial institu- 
tions and utilities—have not adopted them 
to any great extent. Based on the re- 
port’s detailed analysis by industry of 
the relationship between the incentive 
bonus and the salary, the following is a 
summary of the figures for the major in- 


dustry groups: 
INDUSTRY BONUS AS % 
OF SALARY 
44.9% 
40.3% 
33.2% 
59.1% 
8.7% 
52.7% 
14.9% 


Manufacturing—Durable Goods 
Manufacturing—Non-Durable Goods 
Petroleum and Coal Mining 
Wholesale and Retail Trade 
Utilities 

Construction 

Finance 
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Most of the plans in current use fall into 
four general classes: 


1. Informal plans, where both the fund 
and individual awards are discre- 
tionary. 

Fund plans, where the fund is based 
on a formula but the allocation of 
awards is based on the appraised 
performance and contribution of 
each participant. 

Fund plans, where both the fund 
and individual awards are predeter- 
mined, with allocations generally 
based on the salary of each par- 
ticipant or group of participants. 
Plans with no established fund, 
where the allocation of awards is 
based on a predetermined formula 
for each participant or group re- 
lated directly to company profits. 

In comparing the plans for this report 
with those of the previous report, the 
Executive Compensation Service has found 
an over-all trend away from the discre- 
tionary type of plan and toward the more 
formal, objective type of plan. 

While there have been plans that have 
made incentive payments during periods 
when no profits were earned, most plans 
are contingent upon a minimum profit. 
In about 40 per cent of the plans the fund 
is entirely within the discretion of the 
board of directors. In the other 60 per 
cent, a predetermined formula is used. 
A fairly common formula for setting up 
the fund establishes an amount equal to 
10 per cent of the profits before taxes, 
after setting aside an amount equal to 
6 per cent of invested capital for payment 
of dividends and financing of company 
growth. In connection with funding, the 
report also shows a trend toward calcula- 
tion of the funds on the basis of profits 
before taxes rather than after taxes be- 
cause the companies feel that profits be- 
fore taxes are a more accurate measure 
of the executives’ efforts. 





A study of 375 plans available to AMA 
revealed that in almost two out of three, 
allocation of awards to the individual 
executives is on a discretionary basis. In 
plans where participation is restricted 
to a relatively small number of executives, 
the president is often given this power, 
while the board of directors determines 
his award. 

While very few discretionary plans 
establish standards or procedures the 
administrators must follow in making 
awards, this does not mean the awards 
are arbitrary. 

The usual factors taken into considera- 
tion are responsibility and relative im- 
portance of each position, salary status, 
appraisal of individual contribution to 
results for the year, potential, and length 
of service. 

In some cases, companies have used 
formulae which relate the company’s per- 
formance directly to the individuals under 
the plans. Thus at any time the indi- 
vidual executive knows exactly what his 
incentive payment will be. Companies 
which have used this method indicate that 
they are pleased with the results. 

For information concerning the avail- 
ability of the complete report—which 
provides a detailed analysis of company 
experience with executive incentive plans 
and of the various provisions under which 
these plans operate—AMA members 
should contact the Executive Compensa- 
tion Service, American Management Asso- 
ciation, 330 West 42 Street, New York 
36, N. Y. 


Getting the Benefits Story Across 


EFFECTIVE communication of the company 
benefits story to workers has long been 
an accepted means of strengthening em- 
ployee and community relations. This 
communications effort has been handi- 
capped, however, by the fact that certain 
costly major benefits —pension and retire- 
ment plans are an obvious example—are 
neither easy to explain nor simple to 
understand—even by employees who are 
willing to read all the “fine print.” 
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An experimental program currently be- 
ing tried out by the Esso Standard Oil 
Company in its Bayway refinery is de- 
signed to overcome this handicap by 
periodically informing each employee, in 
detailed, dollars-and-cents terms, of his 
personal stake in the company’s benefit 
plans—and doing it under conditions cal- 
culated to promote free two-way com- 
munication. 


The heart of the Esso program is a book- 
let How Do I Stand Today on My Esso 
Benefits? which is, in effect, a detailed 
statement of the employee’s individual 
benefits “account.” Separate “chapters” 
covering such benefits as retirement in- 
come, thrift plan savings, etc., are set 
up to show how benefits are computed, 
with spaces left to fill in the figures show- 
ing just how much money the individual 
employee has accumulated under the 
various classifications. According to the 
plan, the employee receives such a state- 
ment from a member of the plant’s em- 
ployee relations staff at least once every 
five years on a service anniversary. A 
marriage, the birth of a child, a promo- 
tion, or other personal “milestone”? event 
also serves as an occasion for a presen- 
tation. 


To make sure that each employee fully 
understands what benefits are due him— 
and why—the employee is invited to make 
an appointment to discuss the benefit 
statement with a member of the employee 
relations staff in the presence of his wife 
or any other family member or friend he 
may designate. These meetings are usual- 
ly held in the evening at the employee’s 
home, where the benefits story can be 
told under circumstances that invite a 
maximum of discussion. The home visits 
are entirely optional, but in most cases 
employees and their families have wel- 
comed them. 

Sample copies of the booklet, How Do I 
Stand Today on My Esso Benefits? are 
available gratis on request to the Em- 
ployee Relations Department, Esso Stand- 
ard Oil Company, 15 W 51 Street, New 
York 20, N. Y. 
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Doing Something About 
Salesmen’s Turnover 


REALIZING that high turnover in the sales 
force is net peculiar to their own com- 
panies but is characteristic of the sales 
field as a whole, some managements may 
be inclined to take a philosophical atti- 
tude toward their own turnover rates ane 
chalk them up to the “normal” costs of 
doing business. But no such complacency 
has been evident in companies where 
the actual, out-of-pocket costs of sales- 
men’s turnover have been figured out in 
black and white. Expressed in round dol- 
lar figures, sales turnover rates suddenly 
acquire a new and often startling signi- 
ficance. 

The experience of the Standard Register 
Company—one organization that has 
given serious attention to the sales turn- 
over problem and is well aware of its cost 
implications—provides a dramatic case in 
point. Speaking at a recent AMA Special 
Conference, Robert Zinn, the Vice Presi- 
dent for Sales at Standard Register, re- 
ported how his company has estimated 
the cost of salesmen’s turnover—and the 
startling figures that have emerged from 
the analysis. 

An obvious starting point was recruit- 
ment costs, which Standard Register esti- 
mates at $100 per man for advertising, 
agency fees, and the like. Interviewing 
time of the field sales manager (about 
60 hours per man hired, at $7.50 per 
hour) adds another $450. 

This is just the beginning. The re- 
cruit’s training costs Standard Register 
around $2,000, and his sales cost during 
the first year exceeds that of an experi- 
enced $4,000. That’s $6,550 so 
far, in tangible costs alone. 


man by 


The difference in annual sales between 
a new and an experienced man averages 
roughly $30,000 per year in Standard 
Register’s case—which, assuming normal 
fixed overhead and profits to be 50 per 
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cent of the selling price, means a further 
loss of $15,000 in gross profits. Total 
cost to the company of a single quit: 
$21,550. For a company with a 500-man 
sales force and a turnover rate of 25 
per cent, the total annual bill for turn- 
over would be $2,693,750 on that basis, 
Mr. Zinn pointed out—an amount which 
could well make the difference between 
a healthy profit and a sizable deficit for 
a ffrm with annual sales around the $25- 
million mark. 

Writing in Sales Management in March 
and April of 1952, Dr. Robert N. McMurry 
cites a figure of $391,000, allowing noth- 
ing for intangibles, as one company’s bill 
for the turnover of 70 men during a two- 
year period. That’s $5,300 per man— 
slightly below the comparable figure 
quoted by Mr. Zinn, but hardly less alarm- 
ing. How many companies have fully 
appreciated the gravity of this situation 
and are giving it the attention it 
demands? 

Standard Register is attacking its own 
turnover problem from several angles. 
Special attention is being given to selec- 
tion techniques, with emphasis on apti- 
tude testing and intensive interviewing. 
Sales training has been strengthened by 
the addition of an “extension course” of 
study and field work through which the 
trainee passes after completing his in- 
itial school training. Finally, to improve 
internal communications in the sales or- 
ganization and at the same time generally 
improve the caliber of sales supervision, 
each salesman meets periodically with his 
regional manager to discuss any personal 
or business problems that may require 
attention. Regional managers confer at 
frequent intervals with Standard Regis- 
ter’s division managers, who in turn meet 
regularly with Mr. Zinn. Increased use 
of opinion surveys, a comprehensive man- 
agement development program, and a re- 
organization of field management respon- 
sibility are three further steps contem- 
plated by Standard Register management. 





Salaries and Ratios in 
Industrial Relations: 1954 


DALE YODER and LENORE N. WILSON 


Industrial Relations Center 
University of Minnesota 


INTRODUCTION 


INDUSTRIAL RELATIONS executives are naturally interested in keeping in- 
formed on the “going” rates for jobs comparable to their own and to 
the jobs of personnel workers employed on their staffs. They are also 
apparently much interested in obtaining current information on personnel 
ratios—i.e., the number of people engaged in personnel work per 100 of 
the total company working force—since these ratios permit quick com- 
parisons of personnel programs from one company to another. Specific- 
ally, personnel ratios suggest the level of interest in personnel work 
within a particular company as compared to other companies, the degree 
of concern top management feels in such matters, and the extent to 
which an inclusive personnel or industrial relations program has been 
developed. To meet the need for this information, The Industrial Rela- 
tions Center at the University of Minnesota annually conducts a nation- 
wide survey of personnel salaries and ratios, the published findings of 
which have become a regular feature of PERSONNEL. Following is the 
report on the 1954 survey—the most comprehensive to date. 


SURVEY 


PERSONNEL OR INDUSTRIAL relations 
ratios for 1954 are lower than those re- 
ported one year ago. The over-all 1954 
average ratio is 0.65, which compares 
with a similar average of 0.81 in 1948, 
0.78 in 1949, 0.87 in 1950, 0.75 in 1951, 
0.61 in 1952, and 0.74 in 1953. This 
ratio, as has been pointed out, describes 
the number of professional, technical, 
and clerical members f the personnel 
or industrial relations staff per hundred 
employees. A personnel ratio of 0.65 
means, therefore, that the firm or agency 


RESULTS 


has 65/100 of one staff member for 
each 100 employees, or one personnel or 
industrial relations staff member per 154 
employees. 

The survey on which these data are 
based also provides evidence on the 
salaries of those in charge of personnel 
and industria! relations programs. While 
a majority of the personnel and indus- 
trial relations directors report salary in- 
creases, the average salary is slightly 
lower than that reported in 1953. This 
is explained in part by the fact that sev- 


AutHors’ Note: Miss Mona Langguth aided the authors ir the lengthy statistical analyses 
whereby some of the data were derived. ‘The authors also wish to acknowledge the avsistance of 
Miss Lois Erickson in preparing material for machine tabulation and analysis. 
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eral hundred new respondents are in- 
cluded this year.1 The median salary, 
however, is higher than for 1953. Re- 
turns this year again show significant 
differences in salaries for firms of dif- 
ferent size and in the various industry 
groups. Also, differences in title 
clearly associated with differences in 
average salaries. In addition, this year, 
the study has identified five positions in- 
volving as many levels of staff responsi- 
bilities and duties. Average salaries for 
each position in the various industry 
groups are reported here. Further, the 
influence of sex, age, and experience on 
salaries has been measured, so that read- 
ers may estimate an “average salary” 
for themselves. 

Data on both ratios and salaries in 
1954 are provided by returns from more 
than 1,000 firms and public agencies. 
This is the largest sample since these 
surveys were begun in 1948. 

Respondents were asked to provide 
the following information: title; years 
worked in the field and on present jobs; 
sex; age; annual salary; additional, non- 
salary compensation; increase or de- 
crease in salary since last year; total 
employment; total number of personnel 
or industrial staff members; 
and industry group. In addition, each re- 
spondent indicated whether or not he 
reported last year and identified in a 
brief job summary the items best de- 
scribing his duties and responsibilities. 

The sample this year, though larger, 
is closely similar in scope—in terms of 
industries and sizes of establishments— 
to those of earlier years. The average 
number of employees per firm is 3,027. 
Last year’s average was 3,277. Returns 
this year came from 45 states, the Dis- 


are 


relations 


1 References to earlier reports on surveys of salaries 
and ratios are included in the article “Trends in 
Personnel Ratios and Salaries,”” PERSONNEL, July, 
1952, p. 9, and ‘Personnel Ratios and 
1953,” PERSONNEL, July, 1953, pp. 5-12. 
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trict of Columbia, Hawaii, and 


Canadian provinces. 


Personnel Ratios 


The range of 
ratios is so 


reported personnel 
wide that some extremes 
may represent errors in calculations. For 
this reason, median or central rates may 
be more meaningful than ordinary aver- 
ages. Table 1 describes both means and 
medians by industry and size of firm 
and compares them with last year’s 
ratios. The table also notes the first and 
third quartiles for this year. 

This year’s decline in ratios is not 
the result of distinctive reductions in 
only one or two industry groups. Ex- 
ceptions to the general reduction are 
limited to the finance and transportation 
groups. Neither do significant exceptions 
appear among various sizes of establish- 
ments. The whole inter-quartile or “mid- 
dle” range has fallen.2 The average re- 
duction is about 12 per cent. To that 
extent, industrial relations staff divisions 
appear to have anticipated and adjusted 
in advance for the winter and early 
spring decline in total employment. 


The Respondents 


Those who hold top staff positions re- 
port a total of 196 different titles. Most 
common are personnel 


and 
The aver- 
age respondent is 42.2 years of age, as 
compared with 42.0 years in 1953 and 
42.4 years in 1952. The sample this 
year includes 961 men and 23 women, 
with 16 not indicated. This year’s re- 
porters averaged 11.1 years of experi- 
ence in personnel and industrial rela- 
tions work and 6.1 years in their present 


managers 
industrial relations directors. 


2 The first quartile, Q,, marks the point below which 
ne fourth of all reported rates fall. The third, 
Q,, is the rate above which the highest one-fourth 
of reported rates occur. The range from Q, to Q, 
thus describes the central half of the entire range. 
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TABLE 1 
Mean and Median Personnel Ratios, 1953 and 1954 


Mean Ratios 


Quartile Ratios 
Ratios 1954 


Median 





Industry Group 

0.73 
0.69 
1.00 
1.07 
0.61 
0.80 
0.58 
0.84 
All 0.74 


Manufacturing 0.66 
0.51 
0.65 
1.28 
0.98 
0.40 
0.41 
0.67 


0.65 


Trade 
Construction 
Banking, etc. 
Transportation 
Other Pub. Util. 
Government 
Miscellaneous 


Number of Employees 
1— 499 
500— 999 
1,000—1,499 
1,500—1,999 
2,000—2,499 
2,500—2,999 
3,000 plus 


jobs. Last year’s averages were 11.5 
and 6.2 years, respectively. 


1954 Salaries 


For these top staff positions, the aver- 
age salary is $9,934, which compares 
with $10,088 for 1953. The range this 
year extends from a low of $3,000 to a 
high of $45,000. The median salary for 
1954 is $8,614 as compared with $8,500 
for 1953. The mean salary for those 
who reported both: this year and last 
year is $10,357. 

Table 2 compares mean and median 
salaries for 1953 and 1954 and lists the 
quartiles in salaries for 1954. The data 
show little change from last year, though 
average salaries in construction, banking, 
and transportation appear a little higher, 


~ 1953 1954 


1953 


0.80 0.70 
0.80 0.68 

— 1.00 
1.18 1.18 
0.80 1.08 
0.81 0.54 
0.66 0.55 
0.76 0.61 


0.80 0.70 


while those in government and the mis- 
cellaneous group have fallen. The aver- 
age salary in manufacturing—the largest 
group—is almost identical. No sharp 
changes characterize any particular size 


of firm. 


Salaries and Titles 


As in earlier years, those holding the 
title of vice president receive the highest 
salaries. This year the industrial rela- 
tions directors, the miscellaneous group, 
and personnel directors follow, in that 
order. This year, for the first time, the 
salaries of labor relations directors have 
been identified separately. Their average 
salaries are a bit lower than those whose 
title is industrial relations director, 
though the median is higher. Table 3 
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summarizes these comparisons and in- 
dicates the central ranges of salaries for 
these positions. 


Salary Increases 


The slightly lower average salary this 
year does not mean that individual 
practitioners failed to receive salary in- 
creases during the year. On the contrary, 
695 of the 1,000 respondents state that 
they received increases that averaged 
$855, or approximately 8.5 per cent. In- 
creases are not uniformly distributed 
among industry groups. Those in con- 
struction are highest, averaging $1,352. 
In trade, the average increase is $1,070; 
in “other public utilities,” $854; in 
manufacturing, $850; finance, $828; the 
miscellaneous group, $805; transporta- 
tion, $690; and government, $463. 

Vice presidents received the greatest 
increases, averaging $2,027. Directors of 


July, 1954 


industrial relations received increases 
averaging $1,020; labor relations direc- 
tors, $916; personnel directors, $768; 
and those in the miscellaneous group, 
$720. 

Larger firms provided larger salary 
increases. Increases in firms having less 
than 500 employees average $545; while 
firms having more than 3,000 employees 
granted an average increase of $1,243. 


Additional Compensation 

Of the 1,000 respondents, 692 received 
compensation in addition to their sala- 
ries. The average of such supplementary 
compensation is $1,717, which compares 
with an average of $1,881 in such pay- 
ments in 1953. Largest supplementary 
payments were made in construction in- 
dustries, which paid an average of 


$2,000. In trade, such payments averaged 
$1,911; in manufacturing, $1,847; in 











TABLE 2 


Mean and Median Salaries, 1953 and 1954, 
by Industry and Size of Firm 


Mean Salaries 


1953 





Median Salaries  Quartiles, 1954 


1954 1953-1954. QO, Qs 
Industry Group 
Manufacturing $ 9,884 $ 9,881 $ 8,500 $ 8,508 $ 6,400 $11,663 
Trade 12,378 11,745 10,000 9,000 7,375 13,750 
Construction 7,330 10,421 a 9,500 8,250 12,750 
Banking, etc. 8,979 9,535 8,000 8,250 6,750 10,875 
Transportation 10,251 11,470 10,250 =:10,333 8,500 12,500 
Other Pub. Util. 10,517 10,382 8,400 9,318 7,625 11,250 
Gov't 7,917 6,713 7,000 5,750 4,625 7,250 
Miscellaneous 10,900 8,985 8,930 8,188 6,232 10,688 
All 10,088 9,932 8,500 8,631 6,867 11,798 
Number of Employees 
1— 499 $ 6,885 $ 6,935 $ 6,300 $ 6,790 $ 5,635 $ 7,975 
500— 999 8,230 7,987 7,800 7,740 6,567 9,475 
1,000—1,499 8,921 9,256 8,460 9,100 7,222 10,667 
1,500—1,999 9,691 10,087 9,120 9,250 7,263 12,344 
2,000—2,499 10,889 11,541 9,750 10,333 8,000 13,250 
2,500—2,999 10,498 10,800 10,000 =10,125 8,563 12,625 
3,000 plus 14,206 13,862 12,000 12,329 9,010 =17,313 
All 10,060 9,934 8,500 8,614 6,865 11,731 
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TABLE 3 
Salaries by Reported Titles, 1953-1954 


(Numbers holding each title in 1954 are shown in parentheses) 


Mean Salaries 


Median Salaries 


Quartiles, 1954 








Title 1953 1954 1953 1954 0; Q2 

Vice President (45) $20,133 $19,736 $19,000 $19,250 $13,125 $24,875 
Industrial Relations 

Director (205) ..... 12,635 11,854 11,466 10,488 8,589 14,292 
Personnel 

Manager (474) ..... 9,009 8,663 8,000 7,888 6,517 9,891 
Miscellaneous 

(260) 8,539 8,989 7,500 8,033 6,282 10,500 
Labor Relations 

Director (16) —_ 10,756 — 12,000 7,500 


13,000 





other public utilities, $1,245; in the mis- 
cellaneous group, $976; in transporta- 
tion, $944; and in banking, $845. No 
supplementary compensation was 
ported for those in public agencies. 

Such extra compensation is directly 
correlated with the size of the reporting 
establishments. The smallest group— 
those having less than 500 employees— 
average $1,026. Firms in the largest 
group—those having 3,000 or more em- 
ployees—average $2,945. 

Vice presidents received the largest 
supplementary compensation, with an 
average of $4,958. Industrial relations 
directors averaged $2,628; personnel di- 
rectors, $1,301; the miscellaneous group, 
$1,192; and labor relations directors, 
$1,020. 


re- 


What Should a Personnel Job Pay? 


For several years, release of these 


averages has resulted in numerous in- . 


quiries about what certain specific jobs 
“should” pay. These data, as reported 
and analyzed, cannot answer this ques- 
tion. They can only indicate what rea- 
sonably comparable positions throughout 
the country are paying. They can be 
more helpful in this respect if several 
relationships—long evident in the data— 
are clearly recognized. 


Differences in levels of compensation 
presumably reflect the influence of many 
factors, of which the following are dis- 
tinguished in these studies: (1) job 
duties and responsibilities; (2) indus- 
try; (3) size of firm; (4) age; (5) ex- 
perience; and (6) sex. To facilitate 
estimates of average salaries, our studies 
have (1) provided short, “standard” job 
descriptions; (2) calculated industry 
group average salaries for each position 
for which enough returns are included; 
and (3) estimated the average correc- 
tions to be made for size of firm, age, 
experience, and sex. 

Reported job titles are not sharply in- 
dicative of distinctive duties and _ re- 
sponsibilities. Many of those whose title 
is personnel director, for example, are 
performing the same duties as_ those 
designated vice presidents or directors 
of industrial relations. Each respondent 
has, however, selected one of five brief 
outlines of job duties and responsibilities 
as best describing his job. The five posi- 
tions are described as follows: 

1. Top staff responsibility for entire per- 
sonnel or industrial relations program; 
policy formulation and review; profes- 
sional advice and assistance to all levels 
of management; review of programs and 
practices covering a variety of activities 
and functions, including both individual 
and group relationships with employees. 
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TABLE 4 
Average Salaries by Job Duties and Industry Group 


Job Duties and Responsibilities 





Industry Job 
Group 1 


Job 


Job Job Job. 
2 : cs 


a 4 2 





Manufacturing 
Trade 
Construction 


$11,750 
16,436 
10,688 
16,057 
11,712 


11,087 
All 11,975 


Banking, etc. 
Transportation 
Other Pub. Util. 


Government 


PAAMEYNY | 


Miscellaneous 


$ 7,954 
7,814 


$ 6,641 


$8,543 
8,187 


$ 7,653 


8,767 


9,410 


8,807 


8,113 


10,805 


8,656 





Responsibility and functions as above, 
but under direct supervision of the staff 
member in (1) above. 


Principal responsibility for formulation, 
consultation, and review of policy, pro- 
grams, and practices relating to rela- 
tions with individual employees, includ- 
ing such functions as recruitment, selec- 
tion, training, counseling, recreation, 
welfare, promotion, transfer, and others 
of a similar nature but excluding union- 
management relations. 


Principal responsibility for formulation, 
consultation, and review of policies, pro- 
grams, and practices relating to employ- 
ment relationships with groups, includ- 
ing contract negotiaiion and administra- 
tion and grievance settlement. 
Principal responsibility for recruitment, 
selection, and placement—hence, for in- 
terviewing, testing, filling employment 
requisitions. 


Returns have indicated significant dif- 
ferences in salaries among the groups 
which thus identify their duties and re- 
sponsibilities. Those who check job de- 
scription number 1 (which has been de- 
scribed as industrial relations director 
in earlier published reports) average 
$11,975; those for job 2 (assistant in- 
dustrial relations director), $8,593; job 
3 (personnel director), $8,087; job 4 
(labor relations director), $8,116; and 
job 5 (employment manager), $6,387. 

These “functional” titles can be help- 
ful in estimating norms of salaries for 
specific positions. Table 4 has been pre- 


pared for that purpose. The table in- 
dicates average salaries for each of the 
five jobs by industry group. (For sev- 
eral cells, data are not adequate to pro- 
vide useful averages.) 

To estimate an “average” salary for a 
person holding a_ particular personnel 
job, the following formula is suggested: 


1. Select the appropriate job description; 

2. Locate the average salary for the job 
in its particular industry; 

3. For each 1,000 employees above or be- 
low the average of 3,027, add or sub- 
tract $335; 

For each year of the incumbent’s age 
above er below the average of 42.2 
years, add or subtract $87; 

For each year of experience in indus- 
trial relations above or below the aver- 
age of 11.1 years, add or subtract $182; 

6. For women, discount the estimated sal- 
ary by 30 per cent.’ 

The resulting estimate is subject to 
a broad probable error. It is hoped, 
however, that this formula can be im- 
proved as future surveys provide data 
on education, training and other possibly 
significant factors. 
® These adjustments must be recognized as approxi 
mations. They have been calculated by developing 
a multiple regression equation. For readers who 
are interested in such analyses, the multiple co 
efficient is 0.54. Simple coefficients for each factor 
are highly significant, but intercorrelations are high 
Much of the unexplained variance probably is at 
tributable to inter-industry differences. Average 


ages and experience are similar for the five posi 
tions. 





What’s Ahead in Collective Bargaining 
A Special Report 


INTRODUCTORY NOTE: Major changes which have taken place recently 
within government, organized labor, and the economy as a whole are certain to 
affect the course of collective bargaining in the months ahead. This analysis of 
emerging trends and prospects in collective bargaining was compiled under the 
direction of AMA’s Personnel Planning Council for use at a special AMA Con- 
ference on this subject. The actual contract provisions that are quoted are intended 
only to exemplify the wording of many agreements on various subjects dealt with 
in union-management negotiations. Such provisions should not be adopted ver- 
batim by other companies unless they have first assured themselves that the words 
and implications thereof are suitable to their operations and fit in with their 
management philosophy in every respect. This report is simply a statement of 
the present issues in contemporary collective bargaining. It is in no way advisory. 


—SAMUEL L. H. Burk 


AMA Vice President in Charge of Personnel Division (1952-54), 


INTRODUCTION 


1954 is a crucial year in collective 
bargaining. And in the coming months 
when management sits down at the con- 
tract table to negotiate a new agreement 
with its union there are three important 
facts it must keep in mind. First, the 
leadership of Big Labor has changed al- 
most completely since 1950. Second, the 
Eisenhower Administration has adopted, 
so far as possible, a “hands-off” attitude 
in the affairs of companies and unions. 
Third, the transition from a war to a 
peacetime economy has brought a sharp 
halt to the inflationary spiral during 
which the collective bargaining question 
not, “Shall a increase be 
granted?” but rather, “How much will 
the wage increase be?” As a matter of 
fact, from 1950 to 1953, the practices 
of the Wage Stabilization Board, and the 
pressure on industry for more and more 
production, together with a tight labor 
market, combined to standardize to a 


was wage 


Director of Personnel Administration 
General Foods Corporation 


large extent the fringe benefits and wage 
raises that management granted to labor. 

The year 1954 will see collective bar- 
gaining taking place in an entirely dif- 
ferent atmosphere. Though it would be 
foolish to say that the trend will be com- 
pletely away from pattern bargaining, in- 
dications are that this year, more than in 
any other year since World War II, the 
emphasis will be on negotiations at the 
local level. In other words, bargaining 
will not be a matter of “keeping up with 
the Joneses.” Instead, each company will 
have to decide in the light of its own 
financial position and business prospects 
what it can or cannot do at the bargain- 
ing table. 


Changed Leadership of Labor 

At the outbreak of the Korean War, 
Philip Murray headed the volatile unions 
of the CIO. And under his firm and ex- 
perienced hand, there was a measure of 
stability in the leadership of this union. 
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His death ended an era in the history of 
the organization he helped to found, and 
of which he was President since 1940. 
When Walter Reuther of the CIO-UAW 
succeeded Mr. Murray as President of 
the CIO, it was not without a struggle. 
And today, although he has done much 
to consolidate his position, the cleavage 
between the right and left wings of the 
union is still apparent. David McDonald 
of the CIO Steelworkers hardly gives the 
impression of being a Reuther supporter. 
And his well-publicized conversations 
with Dave Beck of AFL’s aggressive 
Teamsters and with John L. Lewis are 
not indicative of a move to close the 
ranks of CIO, or to grant undisputed 
leadership to Reuther. 

Another major change in the house of 
labor came with the death of William 
Green, who held the office of President of 
AFL’s autonomous and powerful affiliates 
for so many years. His successor, George 
Meany, would appear to have very dif- 
ferent ideas on the future of the AFL 
and the duties of its president than those 
that were held by Mr. Green. He is 
strong and aggressive. Certainly, his ac- 
tions show that he intends to give greater 
direction to the unions that form AFL 
than has been given them heretofore. His 
quick crackdown on the Carpenters a 
year or so ago proves that he is not 
afraid to act when the occasion demands 
it. And the forceful way he met the Long- 
shoreman situation on the East Coast is 
another indication that he does not in- 
tend to follow the more passive policies 
of his predecessor. 

Of course, Mr. Meany has his troubles, 
for Dave Beck is a powerful factor to be 
reckoned with. Having finally succeeded 
Dan Tobin as President of the Teamsters, 
he has given a new look to that organi- 
zation. An assertive, wealthy, and politic- 
ally sagacious right-wing union leader 
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who appears to have little sympathy for 
the social philosophy of Walter Reuther, 
or the I.U.E.’s Jim Carey, Mr. Beck 
seemingly has his own notions on the fu- 
ture of the labor movement. Moreover, 
the power of his union, the tightness with 
which it is organized, enables him to 
back up his ideas with action. For the 
Teamsters control virtually all over-the- 
road transportation. And the Teamsters 
can make or break the work stoppage 
of any other union. Mr. Beck, therefore, 
occupies a highly influential position. 

Though 1954 may see a continued wan- 
ing of the influence of John L. Lewis, 
his power still cannot be lightly dis- 
missed, His refusal to sign the non-Com- 
munist affidavit has, in the opinion of 
many observers, hurt District 50 of his 
Mine Workers considerably. For it does 
not have access to the National Labor 
Relations Board, and in competition with 
qualified unions it is at a decided dis- 
advantage. But Mr. Lewis still rules the 
coal fields. And he has plenty of cash to 
back his plays. His relationship with 
Dave Beck and Dave McDonald is 
friendly—disturbingly so to other leaders 
in both the AFL and the CIO. But Lewis 
has been pretty much of a “loner” during 
his lifetime, and it appears unlikely that 
he will change his tactics now. Though it 
seems doubtful that he will ever combine 
with Dave Beck and Dave McDonald to 
form a third federation of labor—despite 
continued rumors of this—it may well 
be that he will take his Mine Workers 
back into the AFL. Dave Beck apparently 
wants him to. And Dave Beck is in a 
position to secure favorable terms for 
Mr. Lewis should he wish to rejoin the 
fold. 

From all this it is easy to see that the 
internal situation in organized labor is 
still in a state of flux. Some years will 
undoubtedly pass before the result of the 
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forces now at work within labor is clear. 
But insofar as 1954 itself is concerned, 
certain predictions can be made with rea- 
sonable accuracy. Here they are: 


1. Merger Between AFL and CIO? 
This is hardly likely! The Teamsters, and 
Carpenters, and some other AFL unions 
refuse to sign the “no-raid agreement.” 
David McDonald of the CIO Steelworkers 
has taken a similar position. Mr. Beck’s 
claim of jurisdiction over all over-the- 
road drivers, regardless of present union 
affiliation, would seem to indicate that 
there is small likelihood that an agree- 
ment on this issue will be reached. Until 
the AFL and CIO can work out their 
jurisdictional problems, the chance that 
they will combine into one large union 
appears remote. 

2. The “Phantom” Federation. Talk of 
the formation of a third labor group is 
mostly political A combine of the 
Teamsters, the CIO Steelworkers, and the 
coal miners is an interesting possibility. 
But in the light of reality, most experts 
feel, both Beck and McDonald have more 
to gain by staying where they are. Des- 
pite rumors of such a move, it seems 
much more likely that John L. Lewis 
and Dave McDonald will join Mr. Beck 
in the AFL than that they will act with 
him to set up a third labor group. Some 


observers feel that Lewis may do just 
this. But the odds are high against the 
Steelworkers’ following suit. 


3. Future of the Left-Wing Labor 
Unions. According to informed opinion, 
the influence of the left-wing unions, as 
such, is on the wane. Growing public 
awareness of the dangers of communism, 
it is felt, has hurt these organizations. 
However, there is no reason to believe 
that the Communist Party has altered its 
traditional policy of infiltrating labor 
unions whenever it can. Some unions, 


such as the (Ind.) DPOWA and certain 
elements of the UE (Ind.), have gone 
back into the CIO. But left-wing unions 
do not always lose. The Mine, Mill and 
Smelter Workers—ousted from the CIO 
because of alleged Communist activities 
—gave the CIO Steelworkers a bad lick- 
ing when it attempted to move into the 
copper industry in Montana. 


4. The Guaranteed Annual Wage. This 
has long been a stated objective of labor, 
particularly of the CIO. 1955, it is be- 
lieved will be the target year so far as the 
UAW-CIO is concerned because its ma- 
jor contracts are closed until then. IUE- 
C1O will push the demand now. So will 
the Steelworkers. What finally happens 
over-all in regard to G.A.W. will doubt- 
less depend on the outcome of negotia- 
tions in the basic industries, and on the 
state of the nation’s economy as a whole. 
Though many companies may find the 
demand for G.A.W. among those they 
are asked to consider at this year’s bar- 
gaining table, it seems doubtful that the 
issue will be argued seriously at the 
negotiations of the average company. 
G.A.W. is basically a “depression” de- 
mand, though it has political overtones. 
So long as employment remains high, 
there should be little rank-and-file sup- 
port for it—particularly if G.A.W. can 
be had only at the sacrifice of wage in- 
creases for long-service employees. 


Change in Government 


The Eisenhower Administration has 
made it abundantly clear that it will 
follow a no-interference policy in the 
affairs of unions and industry. This 
means that the burden will be on labor 
and management to settle their own prob- 
lems. The business agent who takes his 
people out on strike will do so without 
being able to count on the White House 
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to effect a settlement. He can expect little 
help from the government in extricating 
him from the dilemma of an unsuccess- 
ful work stoppage. This attitude of the 
present Administration is a reversal of 
the policy of the past. 


The membership of the National La- 
bor Relations Board has changed. The 
Republican appointees now have a three- 
to-two majority. Though Guy Farmer, 
Chairman of the Board, says he expects 
to make few changes administratively, he 
has also stated that he intends to speed 
up the processes of the Board, and to re- 
consider some of its past decisions—de- 
cisions he believes are not in keeping 
with the intent of Congress. But that is 
in line with Mr. Farmer’s remark when 
he was named Board Chairman: that he 
proposed to give an “even handed ap- 
plication” of the Taft-Hartley Act, “at all 
times to all people.” This middle-of-the- 
road philosophy may certainly be as- 
sumed to be a reflection of the position 
of the Administration. 


Whitley McCoy, Director of the Fede- 
ral Mediation and Conciliation Service, 
is also attempting to take the “crisis” out 
of crisis bargaining so far as his agency 
is concerned. And this new look in gov- 
ernment with regard to its role in labor 
relations has carried into the Department 
of Labor itself. It is avowedly a policy 
of moderation, a policy of aloofness, de- 
signed to put the emphasis on genuine 
collective bargaining between manage- 
ment and labor. Whi'e it is too early yet 
to tell how well it will work, it is cer- 
tainly—at least to temperate members of 
both factions—a step forward 
toward establishing the climate for ma- 
ture labor relations. 





long 


The Eisenhower Administration has 


also recommended a number of changes 
in the Taft-Hartley Law. None of them 
is sweeping, none of them is revolution- 
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ary. All of them are moderate. However, 
Congress will not act on Taft-Hartley 
this year—certainly not in time to af- 
fect current union-company contract talks. 


Change in the Economic Climate 


Whether this is a period of rolling 
readjustment, a recession, or a_tem- 
porary fiscal dip, one thing is sure. Boom 
peak has been reached and passed. Com- 
petition has returned. And bargaining 
will be on the downbeat, at least com- 
pared to the contract negotiation that 
took place during the first years of the 
°50’s. Companies in general are cost- 
conscious and are casting a sharp eye 
on overhead. They are very much aware 
of the of keeping their 
products competitive in the market place, 
price-wise and quality-wise. This un- 
doubtedly means that the amount of 
money industry spends in wage increases 
will be small. Early contract settlements 
reveal that many firms are settling for 
no money raise at all. And many others 
are coming in for 5 cents or under. So, 
at this point, it looks as though the 
nickel settlement will be about ceiling 
in most cases this year. Take the auto- 


importance 


motive industry. Its agreements are 
closed until 1955. Of course, the pro- 


ductivity factor included in its contracts 
means that there will be an automatic 
five-cent-an-hour boost for its workers, 
who have also gained two cents an hour 


under escalation. The very fact that the 


pace-setting companies dealing with 
UAW-CIO have closed contracts until 


1955 fairly weil pegs the union in its 
talks with other firms. The steel industry 
not settled as of this writing. 
Its negotiations will have a profound in- 
fluence. But at this point the best guess 
is that labor as a whole will pressure for 
fringe benefits—i.e., severance pay, 
liberalized vacations and holidays, great- 
er insurance and pension benefits—and 


has 
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take a more reasonable attitude so far as 
direct wage increases are concerned. 


MAJOR UNION DEMANDS 
1. Holidays 


Let us now consider the basic “dollar” 
demands that are certain to figure promi- 
nently in current negotiations—namely, 
holidays, insurance, pensions, overtime, 
and vacations. 

The standard six holidays are still the 
prevailing practice in industry. In 1953 
many companies relaxed eligibility re- 
quirements. When industry first granted 
paid holidays to hourly employees, it 
generally stipulated that they fall on a 
“regularly scheduled workday,” and that 
the employee work the day before and 
the day after the holiday in order to 
collect. 

Last year, two holidays were on week- 
ends. As a_ result, many companies 
dropped the requirement that the holi- 
day come on a regularly scheduled work- 
day, and agreed to pay for six holidays, 
regardless of when they fell. The union 
argument to gain this point ran as fol- 
lows: In a package settlement, manage- 
ment is credited with a certain amount 
of money (on the average, three cents 
an hour) when it gives six paid holidays. 
If the holiday falls on a weekend, em- 
ployees don’t receive the full three cents 
they are entitled to. However, the proviso 
that the employee work the day before 
and the day after a holiday in order to 
be eligible for pay stili holds for the 
maiority of companies. Union pressure 
on industry to give six paid holidays, re- 
gardless of the day of the week on which 
they occur, will probably be even greater 
this year than last. 

Organized labor has pushed hard for 
added holidays. Among those which it 
has demanded are Election Day, George 
Washington’s Birthday, Lincoln’s Birth- 


day, John L. Lewis’ Birthday (District 
50, Mine Workers), Good Friday, the 
employee’s birthday, ete. The automo- 
tive industry, the rubber industry, the 
steel industry have not conceded any of 
these. In the Eastern of the 
United States, management is more 
generous in its holiday practices than 
elsewhere. Seven, eight and even nine 
holidays are frequently granted. The 
granting of seven paid holidays is now 
almost standard practice in the electrical 
industry. Here is the current clause gov- 
erning holidays of the General Electric 
Company and the IUE. (CIO). 

a. For each of the following holidays not 
worked, every hourly rated employee not on 
continuous operations will be paid up to 
eight hours for his average straight-time 
hourly rate for the week in which the holi- 
day occurs for a number of hours equal to 
his regular daily work schedule during such 
week: 

New Year’s Day 

Memorial Day 

July 4th 

Labor Day 

Thanksgiving Day 

Christmas Day 

Election Day (usually the first Tuesday 

after the first Monday in November) un- 

less by mutual agreement some other 

Election Day shall be agreed upon locally, 

provided each of the following conditions 

is met: 


section 


(1) Such holiday falls within the em- 
ployee’s regular workweek as deter- 
mined locally. 

(2) Such employee has been employed at 
least 30 days prior to any such holi- 
day. 

(3) Such employee works during the 
week in which the holiday occurs. 

(4) Such employee works his last sched- 
uled workday prior to and his next 
scheduled workday after such hoii- 
day within his scheduled workweeks. 
This condition shall not prevent pay- 
ment of holiday pay if the employee 
(i) fails to work one or both of 
such workdays due to verified ill- 
ness, death in the family, emergency, 
illness at home, jury duty, lack of 
work or union activity; or (ii) fails 
to work his last scheduled workday 
prior to the holiday due to verified 
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personal illness or lack of work but 
reports for work the next scheduled 
workday following the holiday. (This 
provision will apply only to em- 
ployees whose absence preceding the 
week in which the holiday occurs 
does not exceed three months if due 
to illness, or does not exceed two 
weeks if due to lack of work.) 

b. Employees on continuous operations 
will be paid for the above-listed holidays 
under the above conditions if the holiday 
falls within their scheduled workweek and 
they are not scheduled to work on the holi- 
days. If such employee fails to work as 
scheduled he will not be paid for the 
holiday. 

c. Hourly-rated employees who are receiv- 
ing the night bonus pursuant to Article V 
(5) shall have the same added to any holi- 
day pay received by them under this Article. 

d. Any of the above-listed holidays fall- 
ing on Sunday shall be treated for all pur- 
under this agreement as falling on 
the following Monday and shall for such 
purposes be observed on that Monday only. 


poses 


2. Insurance 
Indications are that insurance will 
again be a major union demand at this 
years bargaining table. The standard 
insurance package includes group life, 
sickness and accident, surgical insurance, 
accidental death and dismemberment 
(sometimes ) , hospitalization. Ex- 
cluding accidental death and dismem- 
berment, it costs about five cents an hour 
$2,500 in group 
life, surgical insurance for employee and 
dependents to a maximum of $200, hospi- 
talization 


and 


per employee to give 


(semi-private) for employee 
and dependerts, and sickness and acci- 
dent providing $30 a week for 13 weeks. 
So far as collective bargaining is con- 
cerned, here’s what to look for. 

Group Life: If you don’t provide group 
life already, look for the demand. If you 
give it, but on a contributory basis, you 
can expect the union to ask that the com- 
pany pick up the entire bill. If you pro- 
vide non-contributory group life now, the 
business agent may ask that you liberal- 
ize your policy. The group life protec- 
tion that industry presently provides usu- 
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ally includes death benefits of $1,500 to 
$3,000. Some companies have gone even 
further, but they are in the minority. 
Many firms employing fewer than 500 
persons have granted insurance as a 
compromise on the pension demand. 
Smaller plants are likely to give uniform 
benefits to all employees; large com- 
panies sometimes tie insurance benefits 
to income or (infrequently) length of 
service. Most small companies do not 
continue insurance benefits after an em- 
ployee retires. But big companies have 
often agreed to continue insurance for 
retired workers, though in reduced a- 
mounts. Bargaining on this question will 
be along the same lines as in preceding 
years. But unions may be more inter- 
ested this year in view of the fact that 
wage raises will come hard. 

Sickness and Accidents: The granting 
of sickness and accident insurance is al- 
most standard practice among companies 
of any size. A great many sickness and 
accident plans are on a_ contributory 
basis. They normally provide somewhere 
between $23 and $30 a week for a period 
of 13 weeks (13-week coverage still pre- 
How- 
ever, organized labor has been successful 
during the past few years in persuading 
many managements to switch from con- 
tributory to 


vails among smaller companies). 


non-contributory — plans. 
Moreover, there has been a trend toward 
liberalizing payments and to extending 
the length of time during which an em- 
ployee is entitled to benefits. 
particularly true at larger companies, 
many of which now give sick workers 
26 weeks of coverage. So 


This is 


you can exX- 
pect the union demand that your program 
be liberalized if you already provide sick- 
and accident. If 


ness you don’t have 


sickness and accident coverage, it is very 
probable that the union will introduce 
the topic during your 1954 bargaining 
sessions. 
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Hospitalization: Practically all indus- 
try provides hospitalization insurance in 
some form for its workers, even if it’s 
on an employee-pay-all basis, with the 
company simply administering the plan. 
Bargaining on this topic should proceed 
along the same lines as negotiation on 
other types of insurance. What your 
union undoubtedly wants is a company- 
financed plan that covers employees and 
dependents. How far you are willing to 
go in this direction will be the question 
at your bargaining table. Incidentally, 
during the past few years, particularly in 
1953, industry and unions began to make 
increasing use of private insurance com- 
panies in providing hospitalization in- 
surance. 

Surgical Insurance: Unions have not 
made as much progress in securing com- 
pany-financed surgical insurance as they 
have in other forms of protection. Prob- 
ably less than 20 per cent of American 
companies give it on a management-pay- 
the-cost basis. And these are usually large 
firms. With small plants, surgical in- 
surance is likely to be on a contributory 
basis, if it is given at all. The usual 
maximum benefit in $200, though some 
companies now go as high as $300. But 
they are a small minority. Naturally, 
labor wants a non-contributory program, 
and a plan that’s as liberal as possible. 
Insurance, in all its forms, is a hot topic 
at the bargaining table nowadays. And 
surgical insurance is part of the package. 
It’s a good notion to keep that in mind 
when you talk contract. 

Alert companies don’t extend them- 
selves in one type of insurance. For they 
know that sooner or later they may have 
to broaden their insurance program, and 
they want to keep costs in line. 


3. Pensions 


In 1949, pensions became standard 
practice in the steel and automotive in- 


dustries. Of course, during World War 
II, many companies set up retirement 
programs. Even before this, there were 
a number of industries that had estab- 
lished pension arrangements for all em- 
ployees. But the negotiated pension plan, 
popular today, is modeled on those of the 
steel and automobile companies which 
take social security into account. 

From the standpoint of collective bar- 
gaining, the following developments seem 
probable: Companies that have a con- 
tributory plan will be asked to assume 
the full cost of the program; companies 
that have no pension plan at all will be 
requested to install one. And there will 
also be the demand that existing pension 
programs be liberalized. 

Small companies (those employing 
fewer than 500 persons) have not yet 
gone along with the pension demand to 
any great extent. But the pressure for 
pensions has frequently caused them to 
liberalize insurance programs. Unions, 
realizing that the smaller company may 
not be in the position to take on long- 
term financial commitments of a pension 
system, have tried to meet the problem 
by persuading companies to set up com- 
The 
Gosser plan in the Toledo area is an ex- 
ample of this kind of arrangement. Rich- 
ard Gosser is an officer of the UAW-CIO. 
However, labor has made no consistent 
progress in accomplishing this objective. 


munity-wide retirement programs. 


In the steel industry the minimum 
pension is $100 a month, including social 
security; in automotive it is $137.50. 
Steel negotiates in 1954. Informed ob- 
servers expect that Dave McDonald of 
the ClO Steelworkers will try to match 
the automotive pension progra. 1—even 
surpass it. Opinion has it that he 
will probably try for $150 a month, at 


least at the start of contract talks. Since 


the automotive companies are among the 
pace-setters of industry, so far as pension 
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programs are concerned, and since so 
many smaller firms have used the G.M. 
or Ford Plan as a model in setting up 
their own, it may be well to take a look 
at the pension provisions of the Ford 
Motor Car Company in its contract with 


the UAW-CIO. 

The plan went into effect on March 1, 
1950, as a result of the collective bar- 
gaining agreement signed September 28, 


1949. It was liberalized in May, 1953 


(from $125 a month, including Social 
Security, to $137.50, including Social 
Security) and the employee has no vested 
interests in his pension except those that 
may accrue to him as provided for in 
the plan. At Ford (and this is true at 
the other automobile companies also) the 


employee is deemed to have reached nor- 
mal retirement age at 65, and is eligible 
for normal retirement benefits as pro- 
vided for in Article V of the Plan. Here 
is what Article V has to say about retire- 
ment: 


The monthly retirement benefit for an em- 
ployee who shall retire upon, or after reach- 
ing, his normal retirement age with at | ast 
30 years of credited service, and who shall 
make application to the Board therefor, 
shall be $125 [this is now $137.50], includ- 
ing the primary old-age insurance benefits 
payable to him under the Federal Social Se- 
curity Aci (as now in effect or as hereafter 
amended). 

The monthly retires:ent benefit for an em- 
ployee who shall retir upon or after reach- 
ing his normal retirement age with less than 
30 years of credited ser ice. and who shall 
make application to the Board therefor, shall 
be an amount includir, the primary old 
age insurance benefits payable to him un- 
der the Federal Social Security Act (as 
now in effect or as ‘\ereatter amended) 
equal to the same proportion of $125 that 
the number of his years of credited service 


is of 30. 
In 1953 Article V 


follows: 


was amended as 


Commencing with the monthly benefit pay- 
able June 1, 1953, the amount of the month- 
ly retirement benefit for an employee who 
shall have retired or shall retire upon or 
after reaching his normal retirement age and 
who shall have made or shall make appli- 
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cation to the Board therefor, shall be the 
greater of the benefit computed under AlI- 
ternate A below or the benefit under 
Alternate B below: 

Alternate A: A monthly benefit payable out 
of the Pension Fund equal to $1.75 times 
the number of years of credited service at 
retirement not in excess of 30 years, pro- 
vided, however, that this alternate shall not 
be applicable to an employee having less 
than 10 years of credited service upon nor- 
mal retirement. 

Alternate B: A monthly benefit of $125, in- 
cluding the primary old-age insurance bene- 
fit payable to him under the Federal Social 
Security Act (as now in effect or as here- 
after amended) if the employee has at least 
30 years of credited service, or if the em- 
ployee has less than 30 years of credited 
service, an amount including the primary 
old-age insurance benefit payable to him un- 
der the Federal Social Security Act (as now 
in effect or as hereafter amended) equal 
to the same proportion of $125 that the 
number of his years of credited service is 
of 30. 


The contract also stipulates that if an 
employee who is eligible for retirement 
retires on an early retirement benefit, and 
then returns to work, his monthly normal 
retirement benefit shall be reduced 9/10 
of 1 per cent of the sum of the early re- 
tirement benefit payments he shall have 
received. It continues: 


The monthly benefit payable from the Pen- 
sion Fund shall become payable to the re- 
tired employee, if he then shall be li-ing 
on the first day of the first month after (i) 
his employment shall have terminated and 
(ii) he shall have filed an application for 
such benefit with the Board; and shall be 
payable on the first day of each month 
thereafter during his lifetime, except that 
no such benefit shall be payable on any 
day on which he shall be in employment. 
All benefits payable in any month prior to 
June, 1953, shall be computed as provided 
in this section immediately prior to its be- 
ing amended as above. 

The Ford contract, like others in the 
automotive industry, permits early retire- 
ment and disability retirement benefits. 
These are the stipulations (Article IV): 


Rarly Retirement. With the consent of 
the Company, an employee whose employ- 
ment shall be terminated after he shall have 
reached his 60th birthday and at a time 
when he shall have at least 30 years of 
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creditable service, but prior to his reaching 
normal retirement age, shall be eligible for 
an early retirement benefit as provided in 
Article V of the Plan. Such consent of the 
Company shall be deemed to be given only 
if (i) the Company shall file such consent 
in writing with the Board, or (ii) the com- 
pany shall terminate his employment be- 
cause he no longer is physically capable of 
performing his work efficiently and shall be 
unable to find other work which he can do. 


Total and Permanent Disability Retire- 
ment. If the Board shall find that an em- 
ployee has been .e totally and permanently 
disabled (i) r after his 50th birthday, 
and (ii) after least 15 years of credit- 
able service, an (iii) after the effective 
date of the Plan, and (iv) prior to his 
reaching normal retirement age, such em- 
ployee thereupon shall be retired for total 
and permanent disability (which status is 
referred to in the Plan “disability re 
tirement”), and shall be eligible for : 
ability retirement benefit as provided in 
Article V of the plan. 

An employee shall be deemed to be totally 
and permanently disabled only if the Board 
shall find, on the basis of medical evidence: 
(i) that he has been totally disabled by 
bodily injury or disease so as to be pre- 
vented thereby from eagaging in any regu- 
lar occupation or employment for remunera- 
tion or profit, and (ii) that such disability 
will be permanent and continuous during 
the remainder of his life; provided, how- 
ever, that no employee shall be deemed to 
be totally and permanently disabled for the 
purposes of che Plan if his inczpacity con- 
sists of chronic alcoholism or addic ion to 
narcotics, or if such incapacity was con- 
tracted, suffered or incurred while he was 
engaged in a fe wnious enterprise or re- 
sulted therefrom, or resulted from an in- 
tentionally self-inflicted injury, or result d 
from service in the armed forces of any 
country. 

The Board requires th employee to 
submit to a physical examination by doc- 
tors whom the Board selects. The Boar ’ 
may also require the employee who is 
retired on a disability pension to be 
re-examined by its physicians whenever 
three members 9! the Board request it, 
provided th yuest is not made more 
than twice a year. Of course, if the em- 
ployee recovers from his disability, he is 
returned t work with no loss of seniori- 
ty, and when his normal retirement age is 
reachcd, he is credited with such service 
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as he had at the time his disability re- 
tirement started, provided he has not in- 
curred a break in seniority following 
the date of his reinstatement. Disability 
retirement ceases when the retired em- 
ployee reaches normal retirement age. 


4. Overtime 


The Wage and Hour Law covers over- 
time payment practices of companies in 
interstate commerce. And when a firm 
has government contracts, it may also 
come under the Walsh-Healy Act. Normal 
industrial practice seems to be to pay 
time and a half for all hours worked in 

ess of 40 in a week; time and a half 
fur all hours more than eight in a day; 
time and a half for Saturday; and double 
time for Sundays and worked holidays. 
Some companies still pay time and a half 
for sixth day worked, and double time 
for the seventh, particularly if they are 
in a business which requires continous 
operation. 

Undoubtedly, the CIO Steelworkers 
will try to pick up time and a half for 
Saturday as such and double time for 
Sunday as such this year. Current steel 
contracts call for time and a half for 
sixth day worked and double time for 
seventh. Lie: the overtime clause «1 
the U. S. Steel Company and the CIO 
Steelworkers that covers this matter: 


Overtime at the rate of one and one-half 

times the regular rate of pay shall he paid 

for: 
Hours «orked in 
in a workaay 
Hours worked in 
in a payroll week; 
Hours worked on the si") ¢ eventh 
workday in a payro’’ weeh | which 
work was peiformed on five other work- 
days; 


excess of eight hours 


exce>s of 10 


hovrs 


Hours worked on the sixth or seventh 
workday of a seven-consecutive-day period 
during which the first five days were 
worked, whether or not all of such days 
fall within the same payroll week, except 
when worked pursuant to schedules mu- 
tually agreed to as provided for in Sub- 
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section D of Section 10—Hours of Work; 
provided, however, that no overtime will 
be due under such circumstances unless 
the employee shall notify his foreman of 
a claim for overtime within a period of 
one week after such sixth or seventh day 
is worked; and provided further that on 
shift changes the seven-consecutive-day 
period of 168 consecutive hours may be- 
come 152 consecutive hours, depending 
upon the change in the shift; 

Hours worked under the conditions speci- 
fied in Subsection D-4, of Section 10— 
Hours of Work. 

Despite the fact that overtime is being 
reduced or eliminated at many com- 
panies, don’t be surprised if alert busi- 
ness agents put forward the demand for 
higher overtime and premium pay rates. 
The bargaining strategy behind the move 
is as follows: It’s sometimes easy to win 
a concession from a company if the odds 
are against cashing in on the benefit. 
Back in 1949 when economic conditions 
were somewhat similar to those today, 
unions were often able to pick up double 
time and a half for Saturdays and 
worked holidays and even triple time 


for Sundays from unwary management 


negotiators who thought “overtime” was 
no longer an important issue. On the 
whole, however, observers feel that over- 
time should not be a major issue at the 
contract table this year. The Bureau of 
Labor Statistics shows that the average 
work week has dropped from 40.2 hours 
to 39.5. 


5. Vacations 


Look for union pressure on the matter 
of liberalized vacations. During 1953, 
many companies went along with Labor’s 
demand for a three-week vacation for 
long-service workers. The usual eligibility 
requirement when a company granted this 
benefit was 15 years’ seniority. Unions 
will undoubtedly want this service re- 
quirement reduced to 10 years at plants 
where the three-week vacation program is 
already in effect; will want a third week 
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at companies which have not granted 
it. Also there will be pressure to liberal- 
ize vacations for employees with rela- 
tively little service. The escalator vaca- 
tion program which many companies 
adopted under wage stabilization is a 
move in this direction. The formula 
usually works like this: 3 days for six 
months; 5 days for 1 year; 6 days for 
2 years; 7 days for 3 years; 8 days for 
4 years; 10 days for 5 years; 15 days 
for 15 years. There are many variations 
of this arrangement; in fact, some com- 
panies escalate on the top—l1l days for 
11 years, 12 days for 12 years, on up 
to 15 days for 15 years. Of course, it 
may also be noted that some manage- 
ments now grant 10 days vacation after 
3 years, a few even 10 days after one 
year. Naturally, this last may be said to 
be the ultimate union objective. The fol- 
lowing provisions represent the vacation 
program that General Motors wrote in- 
to its contract with the UAW-CIO. (G.M. 
has two eligibility dates. The contract 
says, “There shall be two eligibility dates, 
June 30 or December 31, on which 
dates employees may qualify for a vaca- 
tion pay allowance.” Employees with 
seniority dates between January 1 and 
June 30 inclusive shall have June 30 as 
their annual vacation pay eligibility date. 
All employees who have seniority dates 
between July 1 and December 31 in- 
clusive, of 1949 or any subsequent year, 
shall have December 31 as their annual 
vacation pay eligibility date.) 

1. Forty (40) hours pay at each em- 
ployee’s rate of pay on June 30 eligibility 
date, not including overtime and night-shift 
premiums, will be paid each employee (in- 
cluding employees compensated on group 
bonus or piece work, based on the average 
hourly earned rate for the hours worked 
during the pay period in which June 30 
occurs, exclusive of overtime and night shift 
premium) covered by this agreement, who 
had one year’s seniority as of June 30 and 


who worked in any General Motors plant 
during the pay period in which June 30 
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occurs, or who has been laid off since May 
1 or who went on sick leave since May 1. 

2. Each employee having one or more 
years’ seniority as of June 30, who is in- 
eligible for vacation pay under the above 
paragraph, shall be entitled to full vaca- 
tion pay based upon his seniority, provided 
he has worked 75 per cent of the 52 pay 
periods ending with the last complete pay 
period in which June 30 occurs. 

3. Employees having three years’ but less 
than 5 years’ seniority as of June 30 shall 
receive sixty (60) hours’ pay in accordance 
with the above provisions. 

4. Employees having five years’ but less 
than 15 years’ seniority as of June 30 shall 
receive eighty (80) hours’ pay in accordance 
with the above provisions. 


5. Employees having 15 or more years’ 
seniority as of June 30 shall receive one 
hundred and twenty (120) hours’ pay in ac- 
cordance with the above provisions. 
Stipulations on the December 31 eligi- 

bility date are similar, so for the pur- 
poses of this review they have been 
omitted. The General Motors contract also 
says: “In computing time worked to de- 
termine whether an employee has worked 
during 75 per cent of the 52 pay periods 
referred to above, the employee shall be 
given accumulated credit for work per- 
formed in any General Motors plant dur- 
ing the applicable period,’ and_ that 
“irrespective of any employment or un- 
employment on the part of such em- 
ployees, payments in lieu of vacation 
shall be made as soon as possible but not 
later than forty-five (45) days after the 
employee’s eligibility date, unless the 
employee elects in writing to take such 
payment at a later date, but in any event 
payment will be later than 
months after the employee’s 
eligibility date.” 


made not 
five (5) 


To illustrate further the escalator va- 
cation arrangements typical of contem- 
porary industry, here is how General 
Electric has written its vacation schedule 
clause in the it has with the 


IUE-CIO. 


contract 


Hourly-rated employees will be granted one 
week of vacation with pay after completion 


of one year of continuous service, two weeks 
after completion of five years of continuous 
service, and three weeks after completion of 
15 years of continuous service. 
Hourly-rated employees who have more than 
one year of continuous service but less than 
five years of continuous service will receive 
an additional day as follows: 


Over two years but less than three years 
—1 day 


Over three years but less than four years 
—2 days 
Over four years but less than five years 
—3 days. 


THE ESCALATOR CLAUSE 
AND THE PRODUCTIVITY FACTOR 


It appears rather unlikely that the pres- 
sure for the escalator clause and the 
productivity or “improvement” factor will 
be so great this year as it has been in 
the recent past. Let us consider the rea- 
sons why. 


Escalator Clause 


The escalator clause in the union con- 
tract ties wages to the cost-of-living, so 
that a rise in prices is automatically ac- 
companied by a rise in wages. Walter 
Reuther of the CIO Autoworkers might 
be called the father of the escalator 
clause. Certainly, the unions affiliated 
with CIO have pushed escalation much 
harder than has the AFL. 

From the point of view of labor, the 
escalator provision is a good idea when 
the cost of living is going up—not so 
good on the downturn. As a matter of 
fact, unions were getting away from esca- 


lation back in 1949 until the Korean 


War’s outbreak moved living costs up 


once again. In 1953, the major effort 
of unions was to persuade management to 
incorporate part of the money gains made 
under escalation into real or permanent 
wages. Between 1950 and 1953, for ex- 
ample, employees of the automotive in- 
dustry had improved their paychecks by 
24 cents an hour through cost-of-living 


increases. When auto contracts were re- 
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vised last year, 19 cents of this 24 cents 
became part of permanent wages. This 
meant that only five cents remained under 
escalation. Since 1953 cost of living has 
gone up, and workers in the automotive 
industry have secured two cents an hour 
more under the terms of their contract. 
But unions, according to qualified ob- 
servers, are no longer greatly interested 
in escalation. Undoubtedly, they will 
drive to get escalation increases made 
part of the permanent wage structure. 
But labor no longer is anxious to hook 
worker income to the cost of living. It 
might drop, and this would mean wages 
would go down, too... Hence, the escalator 
‘out” as a union demand 
so far as collective bargaining is con- 


‘ 


clause seems 


cerned, unless something, as yet unfore- 


seen, happens to move prices up once 
more. 

Here is how the Ford Motor Car Com- 
pany revised its cost-of-living allowance 
in its contract with the UAW-CIO: 


Effective with the payroll period beginning 
June 1, 1953, and thereafter during the 
period of this agreement, each employee 
covered by this agreement shall receive a 
cost-of-living allowance as set forth in this 
subsection. 

The amount of the cost-of-living allowance 
shall be determined and re-determined as 
provided below on the basis of the official 
Consumer Price Index published by the 
Bureau of Labor Statistics, United States 
Department of Labor (1947-49=100) ind 
referred to herein as “Index.” 


The amount of the cost-of-living allow- 
ance shall be determined and re-determined 
quarter-annually on the basis of the Index 
as follows: 

Effective Date of Allowance—First pay 
period beginning on or after June 1, 1953, 
and at quarterly intervals thereafter 


Based Upon—lIndex as of April 15, 1953, 
and as of quarterly intervals thereafter 


In the event the Bureau of Labor Statistics 
shall not issue the appropriate Index on or 
before the beginning of one of the pay 
periods referred to in the above table, any 
adjustment in the allowance required by 
the Index shall be effective at the begin- 
ning of the first pay period after receipt 
of such Index. 
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No adjustment retroactive or otherwise shall 
be made in the amount of the cost-of-living 
allowance due to any revision which later 
may be made in the published figures for 
the Index for any month on the basis of 
which the allowance shall have been de- 
termined. 

The amount of the cost-of-living allowance 
which shall be effective for any such quarter- 
ly period shall be determined in accordance 
with the following table: 


BLS 


Consumer 


Hourly 
Cost-of-Living 

Price Allowance! by 

Index Job Classification 
110.8 or less 0 
110.9—111.5 l¢ 
111.6—112.1 2¢ 
112.2—112.8 3¢ 
1312.9—113.5 4¢ 
113.6—114.1 5¢ 
114.2—114.7 6¢ 
114.8—115.3 7¢ 
115.4—115.9 8¢ 
116.0—116.5 9¢ 
116.6—117.1 10¢ 


and so forth, with a one-cent adjustment for 
each 0.6 point change in the Index. 

The cost-of-living allowance shall not be 
added to the base rate for any classification, 
but only to each employee’s straight-time 
hourly earnings (including the earned rate 
only of employees on incentive basis of pay). 
A decline in the Index below 110.9 shall not 
result in a reduction of classification base 
rates. (Note: Index was at 113.6 at time 
of revision.) 

The cost-of-living allowance shall be taken 
into account in computing overtime, Sun- 
day, holiday, and shift premiums, and in 
determining call-in pay and pay for vaca- 
tions and unworked holidays. 

Continuance of the cost-of-living allowance 
shall be contingent upon the availability of 
the Index in its present form and calculated 
on the same basis as the Index for April, 
1953, unless otherwise agreed upon by the 
parties.* 


The Productivity Factor 

The productivity clause is closely 
identified with the UAW-CIO. It is not 
found in the contracts of the basic steel 
companies. However, other unions have 


1 In cents per hour. 

21It was this last stipulation on which the UAW- 
CIO based its argument that the contract it held 
with the automotive companies should be reopened 
in 1953. The method of computing living 
had been revised by the BLS. 


costs 
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adopted the plan. Companies that have 
granted the productivity clause are gen- 
erally large ones, and, as a rule, they do 
business with the affiliates of CIO, 
though the IAM (AFL), MESA (Ind.) 
and a number of non-CIO unions have 
secured this arrangement, particularly if 
they have contracts with manufacturing 
companies and are organized on a vertical 
basis. 

The union argument for the produc- 
tivity clause is this: Technological im- 
provements of industry bring greater 
production at lower cost. This adds up 
to greater profits. The productivity 
clause permits workers to share in these 
increased profits. Originally, the produc- 
tivity clause called for an automatic in- 
crease of four cents an hour per year 
when it was granted to the UAW-CIO by 
the automotive industry. However, the 
clause was revised in 1953. Now it’s five 
cents an hour. Here’s how General 
Motors wrote its clause: 

The annual improvement factor provided 

herein recognizes that a continuing im- 

provement in the standard of living of em- 

ployees depends upon technological progress, 
better tools, methods, processes and equip- 
ment, and a cooperative attitude on the 
part of all parties in such progress. It fur- 
ther recognizes the principle that to pro- 
duce more with the same amount of human 
effort is a sound 
jective. Accordingly, all employees covered 
by this agreement shall receive an increase 

of four cents per hour, effective May 29, 

1950, and additional increase of four cents 

per hour annually on May 29, 1951, May 

29, 1952, May 29, 1953 and May 29, 1954, 

which will be added to the base rate of each 

wage classification. 

G.M. revised its formula in 1953 so its 
workers received five cents an hour in- 
stead of four cents. They received an- 
other five cents in May. 

The productivity factor is apparently 
part and parcel of the long-term contract 
so far as UAW-CIO is concerned. But 
it is still definitely a minority practice, 
and the clause is seldom included in the 


economic and social ob- - 


agreements of small companies, even 
when they’ deal with the UAW-CIO. 
Nevertheless, the consensus seems to be 
that companies having contractual rela- 
tions with CIO unions may expect to 
find the demand for the productivity 
clause included on the bargaining agenda 
for 1954. However, since the automotive 
contracts expire in 1955, and since the 
most forceful union argument for the 
productivity factor is the long-term con- 
tract which it may grant in exchange to 
obtain this benefit, perhaps the pressure 
for the concession will not be so great 
this summer as it has been in the past. 


OTHER ‘‘DOLLAR” CONTRACT CLAUSES 


This brings us to certain other “dollar” 
contract clauses which will figure, with 
varying degrees of prominence, in forth- 
coming negotiations. 


1. Call-in Pay 

Call-in pay may assume more im- 
portance in collective bargaining in 1954 
Dur- 
ing the years of the Korean War, in- 
dustry was operated full blast, and 
call-in pay was seldom a_ problem. 
However, slackening to 
some extent now, and in some industries 


than it has for some years past. 


business is 


this lessened activity is more apparent 
than in others. it is standard practice 
to provide four hours’ call-in pay. Of 
course, some companies vary from the 
normal and grant two, three or, in rare 
cases, even eight hours’ call-in pay. Here’s 
the clause covering call-in pay that the 
Ford Company agreed to in its contract 
with the UAW-C1O: 
Any employee called to work or permitted 
to come to work without having been 
properly notified that there will be no work 
shall receive a minimum of four hours’ pay 
at the regular hourly rate, except in case 
of labor disputes or other conditions be- 
yond control of management. 
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2. Clean-up Time 


The periods of time vary that com- 
panies allot to employees to clean up 
around their machines and get ready to 
go home. Some plants have no con- 
tractual provision for clean-up time. 
Others—particularly companies in indus- 
tries in which the work is heavy or dirty 
or both—are liberal, perhaps giving as 
much as 10 or 15 minutes. However, the 
usual practice is to grant five minutes. 
If a company permits no “clean-up” time 
at present, it should not be surprised to 
find this demand on the bargaining 
agenda during 1954. 


3. Death in Employee’s Family 


Since World War II a demand of or- 


ganized labor that management fre- 


quently hears in contract talks is for paid 
time off when there is a death in an em- 
ployee’s immediate family. 


More and 
more companies are granting this bene- 
fit. However, it is still very much of a 
minority practice; about one company in 
10 gives paid funeral leave to hourly 
workers. Undoubtedly, labor will con- 
tinue to raise the point in contract talks 
during 1954. The Standard Oil Company 
of Ohio in its agreement with the Oil 
Workers International Union (CIO) 
provides for three days off with pay when 
a worker has a death in his immediate 
family. Its contract clause is fairly typi- 
cal. For when a company does. make this 
concession, it generally restricts the time 
off to three days. This is Sohio’s provi- 
sion: 

In case of death in the immediate family 
(i.e., an employee’s father, mother, wife 
or child, brother or sister, father-in-law, or 
mother-in-law) causing the employee to lose 
working time, the Company will pay the 
employee for working time not to exceed 
three (3) days. 

Some companies require proof that the 
employee actually attended the funeral, 
and a few companies rule out in-laws so 
far as paid benefits are concerned. 
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4. Election Day 
Election Day as a paid holiday has 


been a constant demand of unions since 
1947. A frequently requested alternative 
is time off to vote, with pay. Few com- 
panies have granted even this, except 
in states which require it by law. But 
the trend is in that direction. If manage- 
ment gives paid voting time, usual prac- 
tice is two hours off or, perhaps, “neces- 
sary” time off. The electrical industry 
moved to seven paid holidays last year. 
(This has been discussed under _holi- 
days.) When seven paid holidays are 
granted, Election Day is normally one of 
them. At present, studies show, less than 
20 per cent of American companies have 
gone along with the union demand for 
voting time off with pay. And when they 
have, it has usually been done within 
the past three years. So it can be said 
there is a movement toward paid voting 
time. 

Paid voting time is a minor item. 
When given, it’s usually part of a pack- 
age. Cost, comparatively speaking, is 
very little, and some managements have 
granted it in return for a concession 
from the union, or as a sop to the busi- 
ness agent to settle a tight contract talk. 
Undoubtedly, the demand will be made 
on some companies by organized labor 
this year. 1954 is an election year, and 
urions are politically conscious—parti- 


cularly the CIO. 


5. Jury Duty 

Pay for jury duty is a perennial de- 
mand of organized labor. The “com- 
promise” demand is for time off for jury 
duty service with the company making up 
the difference between jury pay and regu- 
lar pay. The granting of jury pay for 
hourly employees is still very much of a 
minority practice. But a number of com- 
panies have granted this concession in 
recent years. Now about 28 per cent of 
firms follow this 


American practice. 
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Here is a clause on jury pay that a 
utility company worked out with the CIO 
Communications Workers of America. 


When a regular employee is called for jury 
service, he shall be excused from regular 
duties on the days he is required to ap- 
pear in court, except that if the time re- 
quired for jury service on any one day is 
a half day or less, the employee will be 
required to devote the remainder of the 
day to his regular duties with the Company. 
For any regular payroll week in which 
time off for jury service is granted, the 
employee shall be paid for any time actual- 
ly worked, at his regular rate, and in addi- 
tion, if this amount plus his fees for jury 
service for the days he was excused from 
duty is less than his regular pay for the 
period, determined in the same manner in 
which vacation pay is determined, he shall 
be paid the difference between the two. 


6. Leaves of Absence 


Most companies having contractual 
relations with a union have already 
spelled out in the labor agreement the 
rules governing leaves of absence. So, 


in most cases, only firms recently organ- 
ized should be bargaining on this ques- 
tion during 1954. The leave of absence 
provision found in the contract that the 
B. F. Goodrich Company signed with 
United Rubber Workers (CIO) is a good 


example. 


Leaves of absence may be granted for rea- 
sons other than illness or injury, except for 
self-employment or employment elsewhere, 
for a period not to exceed ninety (90) days, 
upon application of the employee and ap- 
proval of the Company, when the services 
of the employee are not immediately re- 
quired, and there are employees aviilable 
in the plant capable of doing his work. 
Extension of leave may not be authorized 
unless justified by unusual circumstances. 
Note that the company has protected it- 
self from abuses of the policy, and re- 
tained complete discretionary power on 
whether or not to grant a worker a leave 
And the clause of this same 
contract controlling leaves of absence for 
union officials shows equal foresight. It 


follows: 


of absence. 


Any employee elected or appointed to per- 
form services as a representative of his 


local union or the International Union, 
United Rubber, Cork, Linoleum and Plastic 
Workers of America, C.1.0. or the Congress 
of Industrial Organizations as such, or any 
labor division of a State or Federal gov- 
ernment agency on a temporary or emer- 
gency basis, shall, upon request, be granted 
a leave of absence up to a period of one 
(1) year, subject to renewal upon written 
application. 
Leave-of-absence up to a year for 
union activity is fairly standard. Smaller 
companies sometimes go further than 
Goodrich, however, on the clause control- 
ling this policy, and limit the number of 
union officials who can take such a leave 
simultaneously. 


7. Paid Sick Leave 


Paid sick leave is a demand that man- 
agement frequently encounters at the 
bargaining table. 1954 should be no 
exception. However, very few companies 
have granted this benefit as yet—prob- 
ably less than 15 per cent. Sickness and 
accident insurance is provided for such 
emergencies. 

When paid sick leave is given, it’s 
usually limited (five days in a 12-month 
period) and it cannot be accumulated 
from year to year. IUE and other af- 
filiates of CIO are requesting paid sick 
leave for hourly employees at most of 
the companies where they have contracts. 
The demand is usually for 10 days with 
pay for illness for all workers with a year 
Indications are that 
encounter 


or more seniority. 
will manage- 
ment resistance to this proposal. The 
consensus is that labor will not get very 
far with this demand this year. 


unions strong 


8. Rest Periods 

This is another fringe, and it is not a 
minor one from a cost point of view. 
More than 50 per cent of American in- 
dustrial firms grant rest periods to all, 
or at least some, employees. How long 
Time varies so much 
from company to company that there is 


is a rest period? 
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no such thing as a standard. However, 
a 10-minute brgak, morning and after- 
noon, is very frequently permitted by 
management. This is by no means a 


majority practice of industry. So far as 
rest periods are concerned, about the 
only generalization one can make is that 
most companies grant them—either of- 
ficially or unofficially. So the matter of 
rest periods may be considered a minor 
point in collective bargaining nowadays. 


9. Severance Pay 


A tightening economy means danger 
of layoff. And when layoffs threaten, we 
may logically expect unions to insist with 
some vigor on severance pay for hourly 
employees. Severance pay has been a 
union demand for some years. But few 
companies grant it. When they do, they 
usually set up a stiff seniority require- 
ment. 

Severance pay is tied in with the de- 
mand for the guaranteed annual wage. 
And talk about G.A.W. is very much in 
the air nowadays. Of course, when a 
company shuts down an entire operation 
or closes a plant or a division of a plant, 
it is not unusual to give affected em- 
ployees termination money. But this 
practice can hardly be compared to grant- 
ing severance pay to individual em- 
ployees who are laid off through a cut- 
back in plant operations. Here’s how the 
United States Steel Company, in its pres- 
ent contract with CIO Steelworkers, 
handles the question of severance pay 
when it permanently closes an operation: 


When, in the sole judgment of the Com- 
pany, it decides to close permanently a plant 
or discontinue permanently a department of 
a plant or a substantial portion thereof 
and terminate the employment of indi- 
viduals, an employee whose employment is 
terminated either directly or indirectly as 
a result thereof because he was not entitled 
to other employment with the Company 
under the provisions of Section 13—Seniori- 
ty of this Agreement and Paragraph B-1 be- 
low shall be entitled to a severance allow- 
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ance in accordance with and subject to the 
following provisions. 


B. Eligibility. Such an employee, to be 

eligible for severance allowance, shall 
have accumulated three or more years of 
continuous service as computed in ac- 
cordance with Section 13—Seniority of 
this Agreement. 
In lieu of severance allowance, the Com- 
pany may offer an eligible employee a 
job, in at least the same job class for 
which he is qualified, in the same gen- 
eral locality. The employee shall have 
the option of either accepting such new 
employment or requesting his severance 
allowance. If an employee accepts such 
other employment, his continuous serv- 
ice record shall be deemed to have com- 
menced as of the date of transfer, ex- 
cept that for the purposes of severance 
allowances under this Section and for 
purposes of Section 12—Vacations—his 
previous continuous service record shall 
be maintained and not be deemed to 
have been broken by transfer. 


The severance pay provision in U. S. 
Steel’s contract with the Steelworkers 
rules out from severance pay benefits an 
employee otherwise eligible for sever- 
ance pay who is entitled by seniority to 
a job in at least the same job class in 
another part of the same plant. But if 
his transfer bumps another employee in 
the department to which he is moved, 
that employee is eligible for severance 
pay if he has three years or more of con- 
tinuous service. Here’s U. S. Steel’s 
severance pay allowance formula: 3 
years’ service but less than 5—4 weeks 
severance pay; 5 years service but less 
than 7—6 weeks severance pay; 7 years 
service but less than 10—7 weeks sever- 
ance pay; 10 years or more of service 
8 weeks severance pay. 


10. Shift Premium 


Reduction of overtime is industry’s 
problem now. Many managements are 
eliminating night-shift work made neces- 
sary by the Korean War. It is safe to 
assume that the question of shift premi- 
ums will probably not be a hot issue at 
this year’s bargaining table. 





WHAT'S 


FUNCTIONAL CLAUSES 
OF THE UNION CONTRACT 
Three major “functional” clauses of 
the union contract also merit our con- 
These concern union 
security, the “no-strike” clause, and fore- 


sideration here. 
man seniority—an issue which is ac- 
quiring renewed significance as layoffs 
occur in some industries. 
Understandably, union security is al- 
ways a most important objective to the 
leadership of labor. 


And unions have 
made great progress toward securing this 


goal, at least in modified form, during 
the years since World War II. Here is 
the key clause of the union security pro- 


vision in the Ford UAW-CIO contract. 


Employees covered by this agreement at 
the time it becomes effective shall be re- 
quired as a condition of continued em- 
ployment to become members of the union 
on or within ten (10) days after the thir- 
tieth day following such effective date. Em- 
ployees hired after the effective date of this 
agreement and covered by this agreement 
shall be required as a condition of con- 
tinued employment to become members of 
the union on or within ten (10) days after 
the thirtieth day following the beginning of 
their employment. 


General Motors’ union security clause 
with the same union reads like this: 


Any employee who is a member of the 
union in good standing on the effective date 
of this agreement shall, as a condition of 
employment, maintain his membership in 
the union to the extent of paying member- 
ship dues and international and local union 
general assessments uniformly levied against 
all union members. Such employee may 
have his membership dues and such assess- 
ments deducted from his earnings by sign- 
ing the form for “authorization for check- 
off of dues,” or if no such authorization is 
in effect, he must pay his membership dues 
and such assessments directly to the union. 


However, the G.M. contract also says: 


Any employee who on the effective date of 
this agreement is not a member of the 
union shall not be required to become a 
member of the union as a condition of 
continued employment. Any such employee, 
however, who during the life of this agree- 
ment joins the union must maintain his 
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membership thereafter as provided in para- 
graph (4a). 


Since the job status of non-union em- 
ployees was specifically protected by con- 
tract, G. M.’s union security provision 
adds up to the modified union shop. 

The General Electric Company has 
granted the check-off (and it is revo- 
cable) to the IUE-CIO and the U.E. 
(Ind.) To illustrate, the following check- 
off provision is taken from G. E.’s con- 
tract with the UE (Ind.) 


The company for each of its employees in- 
cluded within the bargaining unit recog- 
nized by the company pursuant to article 1 
hereof, who individually, in writing, au- 
thorizes his company paymaster to do so, 
will deduct from his earnings payable to 
such employee on the first day of each 
month, the monthly dues (including initia- 
tion fee, if any) for such employee’s mem- 
bership in the U. E. Local and shall remit 
promptly to the U. E. Local all such deduc- 
tions. The cost of making such deductions 
will be deducted from the amounts col- 
lected. The authorization of any employee 
shall be revocable by him in accordance 
with the provisions of the authorization form 
set forth in section 3 below. 


The union security arrangement in the 
steel industry is somewhat complicated. 
But it boils down to a very modified 
union shop arrangement or a strong main- 
tenance-of-membership clause. The union 
security clause that is found in the con- 
tract of the Inland Steel-United 
workers (CIO) follows: 


All employees who on the date of this agree- 
ment are members of the union in good 
standing in accordance with its constitution 
and by-laws and all employees who shall 
become members after that date, shall, as 
a condition of employment, maintain their 
membership in the union in good standing 
for the duration of this agreement; pro- 
vided, however, that this provision shall not 
apply to any employee who, within the 15 
days next preceding the end of this agree- 
ment, shall withdraw from the union. 

Each new employee shall sign and furnish 
to the company at the time of his employ- 
ment an application card, in duplicate,cfor 
membership in the union, in a form agreed 
to in writing by the company and the union. 
A copy of such card shall be furnished 
to the employee. Such application card 


Steel- 
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shall provide that it shall not become effec- 
tive until the expiration of 30 days after 
the date of his employment and that it 
shall not thereafter become effective if such 
employee shall mail to the company a 
written notice of his election not to become 
a member of the union, which notice shall 
be postmarked not less than 15 days and 
not more than 30 days after the date of 
his employment. The company shall prompt- 
ly furnish to the union a copy of each such 
notice received by it. If such application 
shall become effective at the expiration of 
such 30 days, one signed copy of it shall 
be turned over to the union. The union 
shall be given reasonable opportunity to in- 
spect all such notices which shall be re- 
ceived by the company. 

The B. F. Goodrich Company in the 
highly important rubber industry has 
signed the following union security 
clause with the CIO Rubberworkers: 


Any employee who is a member of the union 
in good standing on the effective date of 
this agreement shall, as a condition of 
employment, maintain his membership in 
the union to the extent of paying member- 
ship dues. 

Any person hired as a new employee and 
any employee who is hereafter transferred 
into the bargaining unit on or after the 
effective date of this agreement shall be- 
come a member of the union within thirty 
(30) days following the date of employ- 
ment or transfer and shall, as a condition 
of employment, maintain his membership in 
the union to the extent of paying member- 
ship dues. 

Any employee who is not a member of the 
union shall, as a condition of employment, 
become a member of the union within 30 
days from the effective date of this agree- 
ment and shall maintain his membership 
in the union to the extent of paying mem- 
bership dues. An employee who is on 
layoff, on leave of absence, or absent due 
to injury or illness shall comply with the 
requirement of this paragraph within 30 
days following his return to work. 


The No-Strike Clause 


Increasing union recognition of its 
contractual responsibilities may be seen 
in the number of “no-strike” provisions 
that are found in contemporary union- 
management contracts. Frequently, some 
form of union security is exchanged by 
management for this assumption of re- 
sponsibility by the union. 
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Here is the no-strike clause in U. S. 
Steel’s contract with the CIO Steel- 
workers: 

There shall be no strikes, work stoppages, 
or interruption or impeding of work. No 
officer or representative of the union shall 
authorize, instigate, aid, or condone any 
such activities. No employee shall partici- 
pate in any such activities. 

The CIO Autoworkers agreed to a simi- 
lar provision with the Ford Motor Com- 
pany. This is the clause: 

The union will not cause or permit its 
members to cause, nor will any member of 
the union take part in, any sit-down, stay- 
in, or slow-down in any plant of the com- 
pany or any curtailment of work or restric- 
tion of production or interference with the 
operations of the company. 

The union will not cause or permit its 

members to cause, nor will any member of 

the union take part in any strike of any of 
the company’s operations, or picketing of 
any of the company’s plants or premises, ex- 
cept with respect to disputes which are 
to be referred to the procedure provided 
for in article VII, section 18, and then only 
after such procedure has been exhausted. 

No strike shall take place until such action 

has been fully authorized as provided in the 

constitution of the International Union, 

United Automobile, Aircraft and Agricul- 

tural Implement Workers of America, CIO. 

Ford Motor Company also has the con- 
tractual right to discipline (discipline 
to include discharge if warranted) and 
employee who instigates, participates in, 
or gives leadership to an unauthorized 
strike in violation of the agreement. The 
General Motors contract contains a like 
provision as do other major contracts 
in the automotive industry. 

The General Electric contracts also in- 
cludes the no-strike clause. Here is what 
its agreement with the IUE-CIO has to 
say on the subject: 

There shall be no strike, sitdown, slowdown, 

employee demonstration or any other organ- 

ized or concerted interference with work 
of any kind in connection with any matter 
subject to the grievance procedure, and no 
such interference with work shall be dire« tly 

or indirectly authorized or sanctioned by a 

local or the union, or their respective officers 

or stewards, unless and until all of the 
respective provisions of the successive steps 
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of the grievance procedure set forth in 
article XIII shall have been complied with 
by the local and the union, or if the matter 
is submitted to arbitration as provided in 
article XV. 


The no-strike clause that is found in 
the contract of the Pittsburgh Plate Glass 
Co. and the Federation of Glass, Ceramic 
and Silica Sand Workers of America, 
CIO, is detailed and specific. After 
thoroughly outlining the arbitration pro- 
cedure, the contract takes up the ques- 
tion of work stoppages. It says: 

It is understood that there shall be no 

strike, sit-down, slow-down or work stop- 

page during the life of this Agreement, nor 
shall any officer or official of the Union or 
of any of its Locals assist or encourage any 
strike, sit-down, slow-down or work stop- 
page during the life of this Agreement. If 
any employee or group of employees repre- 
sented by the Union should violate the in- 
tent of this paragraph, the Union through 
its proper officers will promptly notify the 

Company and such employee or employees, 

in writing, of its disapproval of such viola- 

tion. The Company will not engage in any 
lockout during the life of this Agreement. 

The no-strike clause protects the flank 
of the arbitration procedure which is the 
terminal point of the grievance process. 
The modern union-management contract 
sets up the machinery to settle disputes 
that occur during the life of the contract. 
The fact that this provision is included 
in sO many contemporary contracts 
would seem to be direct evidence of the 
growing maturity of American labor re- 
lations, and the willingness of labor to 
assume its legitimate responsibilities. 


Foreman Seniority 


An issue that is frequently in dispute 
between management and labor concerns 
the employee who is promoted to a su- 
pervisory job, and then, because of lay- 
offs, is returned to the bargaining unit. 
The question: Do employees in this cate- 
gory continue to accumulate seniority 
while they are foremen? 

Naturally, it is to the interest of the 


company to protect the job rights of its 
supervisory people. And when the union 
requests super-seniority for its commit- 
teemen and shop stewards, the normal 
swap is for the company to stipulate that 
foremen will continue to accumulate 
seniority while they are performing over- 
time-exempt jobs. Otherwise, it is dif- 
ficult for management to persuade good 
men to become foremen. 


This year, layoffs are occuring in some 
industries. So the subject of supervisory 
seniority is of greater urgency than usual. 
Experienced firms have long been aware 
of the need to assure their foremen of 
seniority rights. Consider, for example, 
what General Electric has to say on the 
subject in its contract with UE (Ind.): 

Employees who have been or who may be 

transferred to jobs outside any bargaining 

unit may be returned to their former jobs 
in the bargaining unit in accordance with 
their total length of service. 

G. E.’s contract with IUE (CIO) 
contains essentially the same provision. 
In the Steel industry, contracts normally 
carry a similar stipulation. This is the 
clause in Inland Steel’s agreement with 
the CIO Steelworkers, regarding senior- 
ity rights of foremen returning to the 
bargaining unit: 

If an employee is promoted to a supervisory 

position and is later demoted to a job with- 

in the bargaining unit, he may return to 
the department and sequence from which 
he came and his continuous length of serv- 
ice standing shall be the same as if he had 
not left, plus his service in the supervisory 

job, except that he shall not move into a 

job he has never held without first having 

performed the duties of the 
job. 

The automotive industry in its agree- 
ments with the UAW-CIO insists that the 
seniority of demoted foremen be pro- 
tected by contract. Here is the clause 
governing this subject in the Ford UAW- 
CIO agreement. It is typical: 


subordinate 


A seniority employee in a classification 
subject to the jurisdiction of the union, 
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who has been in the past or will be in the 
future promoted to assistant foreman, fore- 
man, or any other supervisory position, and 
is thereafter transferred or demoted to a 
classification subject to the jurisdiction of 
the union shall accumulate seniority while 
working in a supervisory position and when 
so transferred or demoted shall commence 
work in a job generally similar to the one he 
held at the time of his promotion, plus the 
seniority accumulated while he was work- 
ing in the supervisory position in conformi- 
ty with the seniority rules of plants covered 
by this agreement. It is further understood 
that no temporary demotions in supervisory 
positions will be made during temporary 
layoffs. 

The fact that layoffs are occurring in 
some industries means that the question 
of seniority in all of its aspects will be 
of unusual importance this year. And 
the protection of foremen’s seniority may 
be a management demand in a number 
of contract talks—a demand to which 
unions will have to accede if they hope 
to gain any of the added benefits they 
are seeking. 


CONCLUSION 


Judging from the signs, 1954 should 
be a ticklish but relatively peaceful year 
on the labor front. The automotive con- 
tracts are closed. The automatic increase 
its employees will receive under the pro- 
ductivity factor amounts to five cents an 
hour. Two cents more have been gained 
under escalation. This adds up to seven 
cents, and establishes a money target for 
unions—particularly UAW  unions—to 
shoot at. What the eventual wage pattern 
is ‘in 1954 will certainly be influenced Sy 
the settlements in Steel, the Flectrical in- 
dustry, and other manufacturing pace 
setters. These companies are now ne- 
gotiating. But a review of early agree- 
ments shows that there are many firms 
that have signed contracts at no increase 
at all, and wage raises of five cents or 
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under are very, very frequent. It should 
come as no surprise, incidentally, if labor 
brings up the slash in the excess profits 
tax as an argument for wage boosts. 

So far as G.A.W. is concerned, ex- 
perts generally agree that it will not be 
a hot bargaining issue for most com- 
panies. Right now it’s getting its first 
concerted push in the negotiations of the 
basic industries. 

But the piping hot dishes served up at 
this year’s collective bargaining table will 
include the reduced work week, severance 
pay (that’s tied in with G.A.W.), and 
fringe issues such as liberalized holidays, 
vacations, insurance, and pensions. In 
fact, it might be a good idea for manage- 
ment to check its seniority clause and, 
perhaps, “negotiate out” those features 
which may hamstring its operations in 
the event G.A.W. becomes a serious de- 
mand a few years hence. One more 
thing! The reduced work week may be 
a really sticky issue in the negotiations 
of some plants. Many manufacturers be- 
lieve that it is better by far to keep every- 
one working, or as many people as possi- 
ble working, even on a short-week basis, 
than to have mass layoffs. This policy 
sometimes runs into union objection. 
Walter Reuther has said that the reduced 
work week is “sharing poverty.” Of 
course, when layoffs threaten, the union 
will probably ask for a 35-hour week but 
with pay for 40 hours. Dave McDonald 
has already suggested this as a possi- 
bility. Over-all, despite some problems 
that we now face, 1954 should be a good 
year. And the company that has followed 
a consistent, fair, and firm labor relations 
policy in the past will probably find that 
its actions this year will help to establish 
a better and more healthful industrial 
relations climate. 
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The subject of organization has long engaged the considered and responsible atten- 
tion of some of the most serious thinkers in the management field—as the following 
article well illustrates. Possibly this is because organization—while it vitally affects - 
practical, day-to-day operating realities—has certain philosophical implications which 
are intriguing to those who look beyond the surface of things. As its title suggests, 
this article, based on a paper delivered at a recent AMA seminar, examines some 


fundamental truths about organization as well as some concepts that have gained far 


wider currency than they deserve. 


INTRODUCTION 


WHEN ONE IS asked to discuss organi- 
zation, he runs a more than ordinary 
risk that he will fail to make his mean- 
ing clear. That is because the word it- 
self has some variety of meaning, and 
because people do not always apply it 
alike. To avoid misunderstanding, there- 
fore, I shall have to clarify not only 
what I think organization is, but also 
some things I think organization is not. 

At the outset, let me say that I shall 
discuss principles: basic truths and 
rules of action. These are quite apart 
from particular instance: 
tion, which represent an application 
(sometimes a misapplication) of the 
principles. From persons who talk about 
particular instances, we sometimes get 
the notion of different types of organi- 
zation: a notion, for example, that there 
may be a “modern” form of organiza- 
tion as distinguished from a “classical” 
form. But there is nothing either classical 


of organiza- 


or modern about organizational princi- 
ple. It is only true or false. 


Next I must admit that I am more 


than a little presumptuous in essaying 
to compress the subject within the scope 
permitted here. This limitation will force 
me to omit much that should be said in 
any adequate discussion. There will be 
two effects, about which I must sound a 
word of warning. 


In the first place, 1 must omit many of 
the reasons that lead to my beliefs. In 
consequence, I shall probably sound de- 
plorably didactic. I can only beseech the 
charitable assumption that I do have rea- 


sons that to me, at least, seem good. 


The need for brevity will also prevent 
me from properly qualifying some of 
my generalizations. As the old saying 
goes, “Every generalization has its ex- 
ception—even that one.” This should be 
remembered when and if some of my 
statements should not seem true in some 
particular situation. What I shall say, 
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is said from the viewpoint of organiza- 
tion. There may be other viewpoints, 
equally valid. For example, good or- 
ganization says jobs should be defined 
without regard to particular individuals. 
Good personnel practice, however, says 
that present employees should be utilized 
before new ones are sought. The two 
precepts may clash, and there may need 
to be a compromise. That does not 
mean, of course, that both are not valid 
precepts, each in its own field. 


No “Spring Styles” in Organization 


Another warning, also, must be 
sounded. I offer no cure-all for or- 
ganizational woes. I bring no new dis- 
pensation—no new magic formula. In- 
deed, there is nothing new in organiza- 
tion. I have to smile when I see articles 
in the management field that refer— 
as they sometimes do—to “current de- 
velopments” or “new trends” in organi- 
zation. There are no new spring styles 
in organization—only some very basic 
truths. I can sympathize with the man 
who wants to clothe himself in some 
new organizational Dacron, but organi- 
zation is not that kind of material. In 
organization, two and two will always 
make four. If I contribute anything 
here to the understanding of organiza- 
tion, it will be by analyzing and relating 
some of the truths I have mentioned. 


A Definition 


Much discussion of organization takes 
place against a background of vague ter- 
minology. I do not know any branch of 
knowledge whose devotees can get more 
I want to avoid 
this exposure to misunderstanding if | 
can. Let me begin, therefore, by trying 
to make clear what I am talking about. 

Organization is a word of many uses. 
We can organize a corporation; we can 


intoxicated with words. 


July, 1954 


organize productive processes; we can 
organize our own work; we can or- 
ganize a body of knowledge. But here 
we shall be talking about organizing 
human enterprise. Even then, the word 
has two meanings, one dynamic, the 
other static—one that refers to the act 
of organizing, and the other to what re- 
sults from the act of organizing. This 
double use of the word is a trap door to 
misunderstanding. Language has not been 
as considerate as it has in another field, 
where you can say, “A man uses the prin- 
ciples of mechanics to build a machine.” 
When the word mechanics or the word 
machine is used separately, no one is in 
doubt about the meaning. In our field, 
however, you would have to say, “A 
man uses the principles of organization 
to build an organization,” and when the 
word organization is used out of this 
context, it is often uncertain which mean- 
ing is intended. 

Organization, then, as we shall talk 
about it, is the act of defining the re- 
sponsibilitics of the members of an enter- 
prise and the relations among them. Its 
purpose is to procure the most effective 
concert of their endeavors. 


Boundary Lines 


I may appear to be over-scrupulous in 
insisting on definitions, but who of us 
has never been disconcerted by the man 
who says he is going to talk about one 
thing and then winds up talking about 
something entirely different? That often 
happens under the cloak of organization; 
many a man seems to use the name, 
organization, as a springboard for div- 


ing into his favorite subject. How false 


an impression one can get upon reading 
a statement like this: “Emphasis has been 
shifting from drawing charts to study- 


ing people.” To imply that drawing 
charts is the chief preoccupation of or- 


ganization, is the 


lesser misdemeanor 





SOME REFLECTIONS ON ORGANIZATION 33 


here. More corrupt it is to imply that 
organization and personnel are exchange- 
able. It is like saying that the emphasis 
in human existence has shifted from 
eating to breathing. 

Both organization and personnel are 
matters of high concern in enterprise. 
Managers must understand how to handle 
people and they must understand how to 
organize. This understanding is not 
helped by confusing the two subjects. 
People are highly important, but so is 
organization. It is dangerous to imply 
that either can be substituted for the 
other. When I speak of the importance 
of organization, | do not in the slightest 
degree underestimate the importance of 
personnel. I am merely a cobbler who 
sticks to his last and leaves the wearing 
of the shoe to its appropriate domain. 

The same distinction ought to be made 
between organization and the endeavors 
that are organized—between organiza- 
tion and administration. Organization 
concerts those endeavors, but it supplies 
no methods by which they are carried 
on. Again, it does not aid understand- 
ing to confuse the two, as so often is 
done; as is done, for example, when 
you hear a man called a good organ- 
izer and what is really meant is that he 
is a good administrator or a good leader. 

Let me cite one more example to em- 
phasize this distinction. Organization 
says a supervisor should see that those 
he supervises perform their responsi- 
bilities. But it not how he 
should do this. It is not its job to say 
Whether it shall be done by sweet 
persuasion or by bluster and bluff, may 
be a matter on which we have an opin- 
ion, but that opinion is not in the field 
of organization: it is administration, or 
personnel, or leadership—not organiza- 
tion. 


does say 


how. 


I hope I have not been tiresome in 
marking out the limits of this subject, 


but, by remembering that organization 
has no influence in fields where it has 
no meaning, we avoid conflicts with prin- 
ciples that may be valid in those other 
fields. 

Organization, then, is the act of defin- 
ing the responsibilities of the members 
of an enterprise and the relations among 
them, for the purpose of procuring the 
most effective concert of their endeavors. 
Now I shall confine myself to this sub- 


ject. 


1. ORGANIZATIONAL RESPONSIBILITIES 


First, let us consider the two things 
defined by organization. 
sponsibilities of 
the relations 


One is the re- 
other, 
members. These 
two parts do not always receive equal 
treatment. Both are important, and an 
important distinction exists in their em- 
ployment. The facts about defining re- 
sponsibilities speak directly only to the 
organizer, who applies them, but the 
facts about relationships speak to 


members; the 
among 


are 


members of the enterprise, because they 
all must apply them. This should become 
increasingly clear, as we go along. 

I used the word responsibility. 
the sake of understanding, let me define 
it as that part of the whole endeavor 
that is assigned to a particular mem- 


For 


ber. 
these 


It is the organizer’s job to make 
assignments so that the whole 
endeavor is most effectively concerted. 

Now, I am under some embarrassment 
of language when I have to speak of 
assigning a part of the endeavor to a 
member. I do not mean it is assigned 
to a particular person. In_ principle, 
organization should come before the se- 
lection of personnel; organization, that 
is, should determine the need for per- 
sonnel rather than personnel determine 
the manner of organization. Or, to put it 
another way, when organization must be 
adapted to particular persons, it may not 
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produce the most effective concert of 
endeavor. What I should speak of is the 
responsibility of a job rather than the 
responsibility of a member, but that is 
an awkward, unfamiliar form of expres- 
sion. Please bear in mind, therefore, 
that when I speak of defining the re- 
sponsibility of a member, I do not mean 
a specific person. 


The Rudder of Specialization 


I am sure I shall be on familiar 
ground when I say next that the very 
basic criterion for defining responsi- 
bilities—these parts of endeavor—is spe- 
cialization. I am sure I do not need to 
prove that division of labor is useful: 
our whole civilization rests on this pre- 
mise. Concert of human endeavor means 
giving one kind of work to one man and 
another kind to another. It depends 
upon men doing different things rather 
than the same thing. It is the chief way 
in which fewer men are able to get more 
things done. 

In organizing, the principle of spe- 
cialization is applied in two different 
ways. In the first place, it says that 
jobs should not overlap; that it is waste- 
ful for men to be doing the same thing, 
or the same kind of thing, except, of 
course, when the quantity of thing to 
be done exceeds the capacity of one 
man. In the second place, it says that 
the various duties of a job should be 
as similar as possible, so as not to make 
exorbitant demand for talent in the man 
who will perform it. In these two ways, 
specialization reduces the requirement of 
effort to the least practicable. 

So that is specialization—the criterion 
for assigning parts of endeavor. Let us 
now take a look at the nature of these 
parts. When we do so, we shall find that 
some are parts in the sense of slices of 
a pie, and some are parts that one might 
call a horizontal section of the whole 
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pie. 
clear. 


I shall try to make my meaning 


Natural or Artificial? 


No one will question that production is 
a part of the endeavor in a manufactur- 
ing enterprise. Everyone will agree, too, 
that it is a part which, on the criterion 
of specialization, should be assigned to 
one member of the enterprise. All of it 
should be assigned to him, and none of 
it should be assigned to anyone else. 

This part that is production can, of 
course, be broken down into component 
parts, such as, for example, purchasing, 
fabricating, and shipping. These also are 
obvious parts by the criterion of spe- 
cialization. 

But then the organizer decides that 
personnel is too important a matter to 
be dealt with independently by each of 
the various responsibilities. There are 
responsibilities other than production, 
and they are all performed by people. 
The organizer decides that, in certain 
respects, at least, personnel should be 
treated uniformly throughout the enter- 
prise, and that the way to do this is to 
provide a separate responsibility that will 
specialize in problems of personnel. 

Now, obviously, this part differs in 
nature from production. It is special- 
ized, but it is not completely self-con- 
tained. It abstracts something of the 
responsibility of each of the other mem- 
bers of the enterprise. Those other 
members told, “Within a certain 
scope of personnel questions, you will 
not make decisions; the personnel respon- 
sibility will make the decisions, and you 
will conform to them.” 

It is characteristic of this kind of 
responsibility that it performs a portion 
of the endeavor that otherwise would 
belong to the production responsibility 
and to other responsibilities. And it is 
only a portion, because it is impossible 


are 





SOME REFLECTIONS ON ORGANIZATION 35 


to abstract from production all its 
dealings with personnel. It is possible 
to abstract only a portion, and it is desir- 
able to abstract only that portion which 
demands uniformity throughout the en- 
terprise. 

Production is a natural part of en- 
deavor. A responsibility for personnel, 
on the other hand, we can call an arti- 
ficial part, in the sense that it cuts 
horizontally across all the natural parts. 
It is a desirable extension of the criterion 
of specialization; yet, being artificial, it 
requires more care in defining and 
demands more understanding by the 
members of enterprise who have to live 
with it. It is a fancier piece of organiza- 
tional goods, if you please, and you must 
pay a fancier price for it. 


A Common Delusion 


So far, so good. But, unfortunately, 
the good in this kind of specialization has 
led to some Because 
it is good to specialize in the planning 
of some general policies, people occa- 
sionally jump to the conclusion that it 
is good to specialize in all planning. Thus, 
we hear from some that there should be 
a “planning level” in the organizational 
structure. Others urge us to have a 
“planning and control” department. The 
implication—which these followers of 
would not admit but 
which they cannot escape—is that there 


strange notions. 


“spring fashions” 


should be one group of men to do all the 
thinking, and all everyone else need do is 
carry out instructions like automatons. 

This is a kernel of truth grown into 
a tree of There are a few 
simple truths that show it to be a delu- 
One is that it is literally impos- 
sible to separate all planning from the 
job of doing something. Another is that 
planning is done most effectively by the 
man who will carry out the plans. A 
third fact is that, in withdrawing plan- 


delusion. 


sion. 


ning from the man who is to do a job, 
something of his incentive is withdrawn. 
Finally, it deserts the criterion of spe- 
cialization. 

Let me expand that last statement a bit. 
Specialization tells us to identify and 
apportion the natural parts of endeavor 
—those that can be given completely to 
a man and that need be shared with no 
one else. Production is such a part. But 
planning is not such a part. You hear 
planning called a function. It is not a 
function. Planning is a part of every 
true function. Production planning is a 
part of production. If production plan- 
ning is assigned to someone else, the 
responsibility for production is divided. 
This is not specialization; it is the re- 
verse. 


One Test 

There is just one test for useful spe- 
cialized planning. It is good to spe- 
cialize in planning matters that 
broader than any one responsibility. It 


are 


is bad to specialize in planning beyond 


that extent. Thus, it is good to spe- 
cialize in planning personnel practices 
that need to be uniform throughout the 
enterprise, but it is bad to deprive pro- 
duction of any planning that relates 
purely to production. 

The same test holds good at further 
stages. If, within the responsibility for 
production, there are sub-responsibilities 
for purchasing, fabricating, and shipping, 
it is useful to specialize the planning 
that will bring material for fabricating 
and finished products for shipping at the 
right times and in the right amounts, 
because this planning is broader than 
any one of these three responsibilities. 
But it is bad to deprive purchasing of 
planning the methods of purchase, and 
bad to deprive shipping of planning the 


methods of shipping. 
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Of course, I am not talking about 
planning that is reserved to a supervisor. 
Supervisors may properly retain im- 
portant planning. I am talking about 
planning that is delegated by a super- 
visor separately from the endeavor to 
which it relates. 

At all levels, then, to the extent that 
is useful, specialize in planning what is 
broader than any one responsibility, but 
don’t disrupt the parts 
beyond this extent. 


of endeavor 


Another Unnatural Division 


Note I have been able to describe these 
two different kinds of responsibilities 
without using the words line or staff. I 
avoided their use because I could not be 
sure their meaning would be under- 
stood. I usually cannot understand what 
other people mean when they use them. 
Like two coins that have been long in 
use, they have grown smooth with much 
handling—or mishandling. 

In the course of discussions on the sub- 
ject of organization I have sometimes 
been asked to delineate line and staff 
functions. I cannot do that. I have 
never heard anyone else do that. So, 
far from trying to delineate them, I 
recommend that you wash them out of 
your hair. 

A recently published pamphlet quoted 
a number of definitions of what staff 
does. Taking them all together, it ap- 
pears that staff inspects, investigates, re- 
views, appraises, researches, digests, or- 
ganizes, plans, formulates policy, con- 
sults, advises, serves, coordinates, and 
controls. A formidable job! Apparently 
all an enterprise needs in addition is 
someone to keep the wheels turning. 

I say, very earnestly, that I think we 
hear too much talk of staff for staff's 
sake. All the things imputed to staff 
are good in themselves. When there is 
a reason to separate them from their 
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natural affiliations, then it is good to 
separate them. But let us beware of 
being persuaded to separate them merely 
on the theory that there ought to be a 
staff. 

The danger that always attends this 
separation lurks in its nature as an arti- 
ficial division of a natural part of en- 
deavor. The danger is that the division 
may not be properly defined, or that the 
members who are affected may not under- 
stand the definition. The result can be 
that two or more men are doing the same 
things, either jointly or separately; or, 
at the other extreme, that there are some 
things that do not get done at all. Thus, 
the advantages of specialization are 
thrown away. There are the further 


dangers of an extremely delicate relation- 
ship, inviting clashes of personality; of 
impairing incentive; and of not getting 
all the facts on which planning should be 
based. Before resorting to this separa- 


tion, it should be proved that the advan- 
tage outweighs these hazards. 

I used the example of a responsibility 
for personnel, and I gave the reasons 
why it might be good. I said it could, 
by planning, provide for uniform per- 
sonnel practices. There are certain other 
things it can do. The personnel man 
can observe and inform his principal of 
the manner in which personnel practices 
are performed throughout the enterprise. 
He can consult with and advise men in 
different parts of the enterprise who have 
to administer the personnel practices. 
He can, in this way, assist his principal 
in his principal’s supervision, without 
presuming to engage in supervision him- 
self. 

In this sense, the personnel specialist 
can be called a staff man, reluctant as 
I am to use so ambiguous a word. But 
let us beware of the idea, implied in so 
much talk about line and _ staff, that 
everyone is either a line man or a staff 
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man. Often these duties are quite mixed. 
Take a principal accountant as an ex- 
ample. Doubtless he plans the general 
policies and practices of accounting, and 
doubtless he consults with and advises 
persons throughout the enterprise who 
have something to contribute to account- 
ing. In this sense, he is a planner, an 
observer, and a consultant. Call these 
staff duties if you must use the word. 
But at the same time he is doing these 
things, he is probably supervising an 
department of considerable 
If you distinguish between line 
and staff, you can hardly escape calling 
the latter a line duty. So you see one 
cannot say the principal accountant is 
either a line man or a staff man without 
risking being misunderstood. For me, 
it is sufficient to say he has duties of 
planning, observing, and consulting that 
are somewhat broader in extent than the 
endeavor he actually supervises. 


accounting 
size. 


The Antithesis of Specialization 


In some writings there is also more 
than a suggestion that staff should be a 


single agency—that a single agency is 
to do all this planning that has been ab- 
stracted from natural parts of endeavor. 
That is what must be meant by a “plan- 


ning and control” department. This is 
the very antithesis of specialization. To 
dump all these parts-of-parts into a single 
agency is to deny the most basic reliance 
of organization. Indeed, it ought to 
not to masquerade 
under the name of organization. It is an 
impostor. 

All in all, I find I get along quite 
nicely without having to think in terms 
of “line” and “staff.” 


have the decency 


What Is a Committee? 


Before we lea definition of re- 
sponsibilitics. .at to take a quick 


look at commiiiccs. We hear quite a bit 


about them these days. So much so that 
I sometimes wonder if their popularity, 
at least with writers on organization, is 
not born of the same doctrines that dis- 
parage the so-called rugged individualism 
of the past. I am sure, at least, that they 
reflect the basic gregariousness of the 
human animal. 

There is nothing complicated about a 
committee. It is a group of men, as has 
been said, doing things that one man 
could do—and probably ought to. 

No discussion of committees can pro- 
ceed intelligently, however, without dis- 
tinguishing the different kinds. These 
are three. Only one is a true organiza- 
tional group, with a place in the organi- 
zational structure. That is a committee 
all have the 

whose 


members 
sponsibility, and 


whose same re- 
decisions are 
reached by a majority vote. Apart from 
boards of directors, you will find few 
committees of this nature in industry. A 
second kind comprises men with different 
responsibilities who meet to settle mu- 
tual problems. To the extent that this 
does settle problems without unreason- 
able expenditure of time, the device is 
useful. The third kind comprises a group 
of men and their supervisor, in which 
the decisions are really made by the su- 
pervisor, whatever the pretense may be. 
To the extent that the device helps to in- 
form the supervisor so that he can make 
sound decisions, the device is useful. 
But there is a hazard in all these kinds 
of committee. The hazard is that com- 
mittees are likely to be an excuse for fail- 
ure to define responsibilities properly; for 
overlapping responsibility; for diluted re- 
sponsibility. When this happens, a com- 
mittee is truly a group of men charged 
to do what one man should do. The re- 
sult is a waste of effort and a waste of 
talent. Human talent is the most pre- 
cious possession of an industrial enter- 
prise: It should not be exposed to waste. 
Someone said once that the ideal com- 
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mittee has three members, one of whom 
is ill and another out of town. But I 
like the definition by the unidentified 
wit who called committees a refuge from 
“the dreariness of labor and the loneli- 
ness of thought.” I would call them a 
refuge also from the qualms of indi- 
vidual responsibility. 

I do not mean to say that all com- 
mittees are bad. When it comes to devis- 
ing expedients, several heads may be 
useful. When the task is judicial in its 
nature, a committee may be justified. 
But for getting things done, and for 
finding out why things don’t get done, 
an individual is the best reliance of 
organization. 


How Much Delegation? 


Now we have considered, as well as 
this brief discussion allows, how or- 
ganization assigns parts of endeavor to 
jobs. We need a concept, however, to 
explain the actual creation of the jobs. 
This concept is delegation—the act by 
which a member of an enterprise invests 
another with a responsibility. Every 
enterprise starts with an author, single 
or plural, who may or may not be ac- 
tive in the enterprise. In either case, he 
delegates responsibility to one or more 
other persons. This delegated responsi- 
bility is all or a part of his whole re- 
sponsibility. Each of these others, in 
turn, will probably delegate parts of 
their responsibility to still others. The 
process continues until enough persons 
have been enlisted to perform all the 
endeavor required by the purpose of the 
enterprise. The results are the organi- 
zational structure and its chains of re- 
sponsibility. 

What governs the amount of delega- 
tion in each particular case—the size, 
that is, of the part of endeavor that is 
assigned? Nothing seems more evident 
than the truth that answers this ques- 
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tion. A member delegates responsibility 
for one reason only: because his re- 
sponsibility is greater than he can per- 
form alone. It is inconceivable that a 
member should delegate responsibility 
if he can do his job unaided; at least, 
it is inconceivable unless we regard 
economy as of no account. 

Thus, a member’s delegations are gov- 
erned by his need to reduce his imme- 
diate responsibility to a size he can 
handle himself. From this it follows that 
he will delegate neither more nor less 
than is enough to get that result. This is 
true at every stage of delegation. 


Avoid the Extremes 


Tradition says, of course, that business 
managers are reluctant to delegate re- 
sponsibility, in consequence of which 
they are overburdened. I am inclined to 
believe that this slanders most man- 
agers—that the many are being unjustly 
accused of the fault of a few. What- 
ever the fact, however, insufficient dele- 
gation is a defect to be avoided. 

The same, of course, is to be said of 
the other extreme—excessive delegation. 
There is no reason good enough to jus- 
tify a manager, who is presumably more 
capable than any of his delegates, in 
turning over to them responsibility that 
he can readily perform himself. It is 
not economical organization, and it is 
bad for enterprise to be wasteful, even 
if it has the resources that permit it. 


What I have just said brings me to a 
related question. I must confess I have 
never understood what is meant by the 
rather frequently-heard advice that we 
“decentralize.” If it 


means that man- 


agers should delegate enough responsi- 
bility so they are not overburdened in 
their own jubs, then it is sound advice. 
But this meaning is seldom clear. Some- 
times it is said that decentralization is 
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good as an incentive; sometimes, that 
decisions can be made best on the spot 
where the problem arises. The first is a 
laudable purpose; the second, an obvi- 
ous truism. But, assuming that the need 
for delegation has been satisfied, they 
run into the fact that it is wasteful of 
talent to delegate excessive responsibili- 
ty, and few enterprises are so over- 
burdened with talent that principal man- 
agers can turn their affairs over to sub- 
ordinates and go fishing. 

Sometimes excessive delegation is said 
to be needed as training for junior 
managers. Training also is a good thing, 
but there are ways of doing it without 
making all organization a vehicle for 
training. 


How Many Delegations? 


Along with the question of how much 
to delegate comes the question of how 
many to delegate to. Some people will 
cite very precise rules for this, but I 
cannot. In a general way, it can be said 
that, within practicable limits, the more 
the better. But there are definite limits. 
One is the number of natural parts into 
which endeavor can be divided; it is 
unwise to increase the number of dele- 
gations at the expense of an unnatural 
distribution of duties. Another limita- 
tion, of course, is the number of persons 
a manager can supervise effectively, and 
the number is quite variable: The num- 
ber is more if, as in the case of sales- 
men, the delegated duties are similar; it 
is less if the delegated duties are di- 


verse in their character. The reconcilia- 


tion of these factors presents a question 
to the judgment of the organizer, about 
which it is dangerous to generalize too 
much. 


I understand that some tastes are now 
running to a so-called “flat” form of 
organization, meaning a greater num- 


ber of delegations at each stage. If that 
advice is addressed to a case where the 
number of delegations is too restricted, 
the advice is sound. If the advice is 
meant generally, it is worth as much as 
the advice of any physician who pre- 
scribes without diagnosis. In _ either 
case, however, it would appear to place 
undue emphasis on one extreme, and 
therefore to be lopsided. 

In speaking of delegation, it is easy 
to give the impression that one is think- 
ing only of the inner stages of delega- 
tion. I hope I shall not be understood 
that way. The same problems exist at 
every stage, and the same principles ap- 
ply, from the inner to the extreme outer. 
The only difference is one of degree. 

These are the ways, then, in which 
the organizer defines the responsibilities 
of the members of an enterprise—if its 
endeavor is to be most effective. Of 
course, responsibilities can be defined 
in many ways—and are—or can be un- 
defined, and an enterprise does not neces- 
sarily die. Good organization is not 
usually indispensable—unless you want 
endeavor to be most effective. 


ll. ORGANIZATIONAL RELATIONSHIPS 


Now we come to the second duty of 
organization—that of defining the rela- 
tions among the members of an enter- 
prise. And I should make it clear at 
the outset that I am not talking about all 
the relationships in an enterprise, only 
about the organizational relationships— 
those that arise out of organization. The 
relationship of employees in the aggre- 
gate—industrial relations, salary scales, 
grievance procedures, vacations—these 
are all outside the scope of organization. 

Organizational relationships are of 
two kinds—those along the chain of re- 
sponsibility, and those between differ- 
ent chains of responsibility. 
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Relation of Delegant and Delegate 


The relations along the chain of re- 
sponsibility grow out of the act of dele- 
gating. One who accepts the delegation 
of a responsibility must be presumed 
to intend to perform it. This is an ob- 
ligation he has accepted, and he owes it 
to his delegant—and to no one else. An 
obligation implies two parties—one who 
is obligated and one to whom the ob- 
ligation runs. The latter is the dele- 
gant. He must have the power to obtain 
performance of the obligation—and no 
one else has that power. He must have 
it generally in the interest of effective 
endeavor, and he must have it specially 
because he in turn owes an obligation 
to his delegant which he has not altered 
by delegating a part of his responsi- 
bility to another, and he must retain the 
means of performing that obligation. 

Authority (as I use the word) is the 
power to perform a responsibility. It is 
the counterpart of the responsibility it- 
self, because responsibility without the 
authority—or the power—to perform it 
would not procure endeavor, and au- 
thority without responsibility is an 
empty notion. When you hear someone 
speak of delegating authority, ask your- 
self: Authority to do what? Both the 
obligation and the authority to perform 
it are measured by the definition of 
responsibility. 

Authority, then, is the general power 
to perform one’s responsibility. Super- 
vision is that kind of authority used to 
obtain performance of the obligations 
of delegates. Coordination is that kind 
of supervision used to obtain harmoni- 
ous performance of the obligations of 
two or more delegates. 

Let me emphasize that these relations 
exist only between a delegant and his 
delegate. They do not jump over to the 
predecessor or the successor in the chain 
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of responsibility. I shall not spend any 
time trying to prove that a man should 
not have two bosses—it ought to be evi- 
dent. Nor shall I spend any time trying 
to prove that a man should not have one 
and five-eighths bosses, or one and three- 
sevenths bosses—a situation often im- 
plied by use of the term “functional con- 
trol” and by those who speak of a 
“coordinator” who is not the supervisor 
of those he is supposed to coordinate. 
These are simply cases of credulous 
self-deception. 


Horizental Relationships 


I said there was another kind of or- 
ganizational relationship—that between 
different chains of responsibility: be- 
tween two men, that is, who bear no or- 
ganizational obligation to each other and 
who do not supervise each other. Their 
only organizational connection consists 
in the fact that, at some antecedent point, 
the chains come together, and at that 
point there is a man who, by supervision 
exercised along the two chains, can modi- 
fy the actions of both. 

There will be many relationships of 
this kind among all the different parts of 
endeavor. These relationships deal with 
problems that affect two or more men. 
In a well-administered enterprise, the 
great majority of these problems will be 
settled between those men, each with an 
eye on his own responsibility, each ex- 
ercising his own authority, yet each also 
with an understanding eye on the re- 
sponsibility of the other man. I call 
this self-coordination. 

Of course, times will come when there 
is a difference of opinion, and then, if 
the question is important enough, it is 
one to be settled by supervisors—or by 
the supervisor. At such times, there can 
be two extremes of conduct—both bad. 
Ai one extreme there may be an exces- 
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sive resort to supervision, so that super- 
visors are overburdened. At the other 
extreme, two men in disagreement may 
sit down and twiddle their thumbs, so 
that things do not get done. The happy 
middle course is the test of a well-ad- 
ministered enterprise, which means one 
in which people are trained in the rela- 
tionships of organization. 


“Consultative” Relationships 


The most delicate kind of relationship 
exists between a responsibility for gen- 
eral planning and another responsibility 
affected by general planning when the 
planning specialist has the duty to con- 
sult and advise. Understanding of this 
relationship has been greatly impeded 
by talk about “functional control,” with 
the ambiguity attending the meaning of 
“control.” Consult and advise are words 
whose meanings are clear, and I use 
them with intention. Consult means to 
take counsel; to devise. Advise means 
to give information; to recommend. 
There is nothing in either of these words 
that implies any duty upon either of the 
consultants to accept the advice of the 
other. From the viewpoint of the oper- 
ating man, it is the same as if he were 
consulting a textbook, or the encyclo- 
pedia, or Mr. Anthony: The advice he 
gets is his to take or to leave alone. He 
is subject, in other words, to supervision 
from one man alone, and that man is not 
the planner. 

Strangely enough, however, this rela- 
tionship is at least as much exposed to 
a defect at the other extreme. So, far 
from being unwilling to take advice, the 
operating man may willingly seek it and 
lean upon it. He may, in other words, 
be willing to let the planner make a 
decision if he can, at need thereafter, lay 
the results on the doorstep of the plan- 
ner. But this is not doing his job. His re- 
sponsibility is his own, not that of the 


planner. He can properly follow the 
planner’s advice only if he has adopted 
it and made it his own. His is the re- 
sponsibility, and his the decision should 
be. 

These relationships are a side of or- 
ganization in which every member of 
an enterprise should be _ thoroughly 
versed. 


IN SUMMARY 


Now, let me try to summarize these 
essentials. Organization is a precise, 
limited part of the whole field of man- 
agement. It defines the responsibilities 
of the members of an enterprise and the 
relations among them. A responsibility 
is a part of the endeavor that is re- 
quired for the purpose of the enterprise. 
Its criterion is  specialization—which 
means different men doing different 
things. Sometimes it is useful to special- 
ize in general planning, but that kind of 
specialization should be 
gingerly. Committees are occasionally 
useful, but generally a_ responsibility 
should be performed by an individual. 


approached 


Responsibilities are created by delega- 
tion. The results are the structure of or- 
ganization and the chains of responsi- 
bility. 

Out of delegation grow the relations 
between supervisor and supervised. The 
latter owes the former an obligation, per- 
formance of which the former obtains 
by supervision. Authority is the general 
power of a member to perform his re- 
sponsibility, and is only another aspect 
of that responsibility. Coordination is 
the part of supervision devoted to ob- 
taining harmonious performance of two 
or more obligations, and can be exer- 
cised by no one but the supervisor. 

Self-coordination is the solution of 
problems arising between members in 
different chains of responsibility, with- 
out the intervention of supervision. Good 
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administration requires that the bulk of 
such problems be disposed of by self- 
coordination, but it also requires that 
important differences be disposed of by 
resort to supervision. The relations of a 
planner and an operating man demand 
the greatest understanding of the nature 
of organization. 


Is There “One Best Way’’? 


These are the fundamental truths a 
man should grasp if he is to make any 
pretense of knowing organization. There 
is much more to be said about their ap- 
plication, which time has not permitted. 
But there is one thing too important to 
be left unsaid. As a basis for saying it, 
let me quote a recent statement: 


No uniform pattern: The diversity in tax 
organization revealed by this survey .. . 
indicate(s) that many companies have 
not yet found the solution of their tax 
administration problems. 
Now, the plain implication of this is 
that there is one best organizational solu- 
tion of tax work. The same viewpoint is 


inherent in various surveys of existing 
organizational practice, in the generali- 
zations made from them, and in the case 
method of instruction used by some col- 
leges. 


Conclusion 


But let me emphasize that there is no 
universal organizational structure in 
which every industrial enterprise can be 
housed, any more than there is a uni- 
versal manufacturing structure in which 
every productive process can be housed. 
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Organizational practice consists in know- 
ing organizational truths, and in apply- 
ing them with intelligence to the cir- 
cumstances of particular cases. 1 cannot 
too much emphasize that: The principles 
of organization must be applied in the 
light of particular circumstances. 


It is vain to make surveys and so 
suggest imitation. Imitation is good if 
the thing imitated is good; bad if the 
thing imitated is bad. Even so, the thing 
imitated may be good for the other 
fellow, but bad for you. Knowledge of 
organizational truth alone makes it pos- 
sible to distinguish between good and 
bad. There is, unfortunately, no sub- 
stitute for intelligence. 

And when I say knowledge of organi- 
zational truth, I mean a balanced appre- 
ciation of all the basic truths. Several 
times in the course of this discussion I 
have pointed out two extremes and said 
the middle course was the wise course. 
In that respect, organization is no dif- 
ferent from most things. Have a care 
how you accept the man who gets excited 
about some particular aspect of organi- 
zation—especially if it is one extreme or 
another. He is probably riding a hobby- 
horse, and riding hobby-horses is not 
the best way to get some place. 

These, then, are the things I believe 
about organization: not classical organi- 
zation; not modern organization—just 
organization. There are only three kinds 
of organization I know about: good, bad, 
and indifferent. I have tried to tell you 
about all three. 
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While many subile influences and individual differences enter into the reasons why 


one man will spontaneously give more to his job than another, it is safe to assume 


that at least a few of the factors that influence work motivation are within manage- 


ment’s control. 


However, management’s attempts to motivate individuals to put 


forth greater effort have not met with notable success, in the author's view—largely 


because they have failed to take into account certain goals and values which are char- 


acteristic of various work groups and which profoundly affect their attitudes toward 


their jobs. 


THE MOsT fashionable term in contem- 
porary psychology probably is “motiva- 
tion.” However, the large number of 
books and papers written about problems 
of motivation does not mean that we 
have a solid body of knowledge we can 
apply directly to industry’s personnel 
problems. Little is about the 
complex that determine  indi- 
viduals’ behavior in any sector of their 
lives, including their working lives. De- 
spite this lack of knowledge, 
management must often make decisions 
based on some theory of motivation or 
—even more frequently—must base its 
decisions on several theories at once. As 
a result, personnel policies must some- 


known 
forces 


however, 


times be developed on the basis of ex- 
perience and hunch rather than scientific 
principles and objective tests. 
THE PROBLEM 
Before dealing with specific questions 
regarding work motivation, several gen- 


eral aspects of the problem should be 
made explicit. 


1. Management’s major motivational 


objective is to establish the conditions 
under which the workforce will produce 
the largest amount of good work, on a 
sustained basis, at the lowest possible 
cost. In suggesting particular techniques 
for improving motivation, psychologists 
and personnel experts frequently over- 
look such mundane factors as time and 
cost. 

2. Management often has two blind 
spots when it is confronted by problems 
of work motivation. First, though man- 
agers recognize the impossibility of 
dealing with the human factor in the 
same way they deal with other factors 
in production, they still fail to appreciate 
the magnitude of the differences between 
manipulating things and managing men. 
Second, many managers have difficulty 
realizing that their own values and goals 
are not necessarily shared either by 
their individual workers or by the trade 
unions in which their workers are or- 
ganized. 

3. The workforce can seldom be con- 
sidered as a unit. This point merits some 
emphasis, for there are more differences 
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than similarities among assembly-line 
workers, skilled craftsmen, white-collar 
workers, and executives. Dealing with 
motivation requires recognition that these 
groups frequently differ significantly in 
background, training, and goals. 

Despite these limitations, examination 
of management policy in the areas of 
selection, assignment, pay, and promotion 
should provide clues as to how the work- 
force can be motivated most effectively. 
The only bias inherent in the following 


treatment derives from the fact that the : 


cases cited represent the experience of 
the writer and are a very small sample 
drawn from a very large universe. 


SELECTION 


When adding to its workforce, a busi- 
ness seeks the “best” candidate available 
at the prevailing wage or salary level. 
The “best” applicant not only can handle 
the current assignment but has the poten- 


tial ability to develop and accept more 
important assignments. To evaluate ap- 
plicants, industry relies heavily on 
records of educational achievement, gen- 
eral background, and scores on tests of 
intelligence, aptitude and interests as in- 
dicators of capacity and potential. It is 
usually assumed that those with the high- 
est ratings are likely to be the most desir- 
able employees. Among the qualities 
most sought for in the job applicant are 
high interest in work and willingness to 
make the personal investments necessary 
for rising on the occupational scale. In 
short, business is looking for workers 
who are strongly motivated. While this 
selection procedure is logical, it has seri- 
ous limitations. 

During the depression of the early 
1930’s, the major automobile companies 
in Detroit hired few workers. Most of 
those who were hired were from the top 
of their high school graduating classes— 
men who, during less economically de- 
pressed years, would not have sought 
employment on the assembly line. There 
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is reason to believe this group’s dissatis- 
factions—growing out of the gap between 
their aspirations and values and the reali- 
ties of the Detroit labor market—led 
them to assume important roles in the 
trade union activities of the middle and 
late 1930’s. Since the jobs they had to 
offer did not require the abilities of high 
school graduates, the automotive com- 
panies bought themselves a pack of 
trouble by pursuing a fallacious selection 
policy. 


Unrealistic Selection Standards 


The Armed Services made a similar 
error. Since the beginning of World War 
II, the Army has stressed its need for 
men of relatively high educational at- 
tainment. The infantry is the heart of 
any army. Yet it is well known that the 
more educated a man is, and the higher 
his test scores, the less likely he is to 
volunteer for the infantry. Effective per- 
formance in infantry units does require 
a certain amount of literacy and intel- 
ligence. But there are good reasons to 
believe that the Army has had unneces- 
sary difficulty finding enough recruits 
because of its infatuation with high 
standards. These standards appear to 
be based on prejudice rather than on 
facts. 


A Common Error in Executive Selection 


Erroneous concepts of motivation that 
produce errors in selection occur in ex- 
ecutive recruitment as well as in hiring 
for production jobs. One of America’s 
leading manufacturing concerns, for ex- 
ample, prided itself on its comprehensive 
approach to selecting and training col- 
lege graduates for executive work. Re- 
cently, however, the company’s critical 
review of its experience shook this pride. 
This company had centered its recruiting 
activities in eastern colleges that made 
a special effort to attract a large number 
of young men from families distinguished 
for their wealth and social position. It 





had induced many of the most likely 
graduates to work for the company. Yet 
the review showed that most of these 
promising young men were not so prom- 
ising after five years—that many of them 
would not rise to the top, or even close 
to the top. This selection program was 
almost doomed to failure from the start. 
For, if reaching the top in business re- 
quires an overriding commitment to 
work, these young men were not likely 
to fill the requirement. They came from 
upper socio-economic groups. Long week- 
ends and vacations were embedded in 
the family value structure. Most of 
them married girls from the same groups, 
and these wives were more interested 
in having their husbands home on week- 
ends than in having them fight for the 
presidency of the firm. Thus these men 
were willing to work—but not as they 
would have had to work in order to reach 
the top. 

A major steel company, realizing these 
facts, scours midwestern state universi- 
ties for its engineers and future produc- 
tion executives. The company’s rationale 
is simple: The farm boy is accustomed 
to working till the job is done; if he has 
to begin at 5 or even 4 a.m., he will do 
so; and if he has to keep going until 
10 p.m. or midnight, he will not feel 
abused. 


PROBLEMS OF ASSIGNMENT 


The case of the high school graduates 
who became restive on the Detroit 
assembly line illustrates problems of 
assignment as well as of selection. If 
a man is forced to remain in a position 
that uses little of his capacity and offers 
little promise of meeting his values, the 
result is likely to be explosive. Unlike 
the honor graduates from Michigan, how- 
ever, Southern migrants working in 
Detroit have rarely been discontented 
with work on the assembly line. This is 
because most of these migrants have little 
special ability and their ambition is, for 
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the most part, limited io holding a job 
that pays reasonable wages. 

A parallel illustration from the area of 
professional work involves the reaction 
of an able economist during the war, 
who quit his job with the War Depart- 
ment because he had been asked to col- 
lect data about essential raw materials— 
an assignment which he believed could 
have been handled by a junior statistical 
clerk. He failed to recognize that reli- 
able statistical clerks were not available 
and, even more important, that the 
answer had to be obtained quickly. 
Though major decisions hinged upon 
the findings, his self-esteem would not 
permit him to do what he considered 
menial work, even in the midst of a 
major war. 


Some Further Examples 


Another wartime episode illustrates the 
dangers of overassignment rather than 
underassignment. General Omar Bradley, 
in A Soldier’s Story, describes how, in 
trying to get one of his divisions to per- 
form effectively in Europe, he had to 
change the division’s commander three or 
four times. Apparently, the Army’s 
evaluation system could not reliably pre- 
dict a man’s capacity to lead a division 
in battle. Bradley, convinced that the 
problem was the division commander, 
not the men or their training, replaced 
the commanders rather than break up 
the division. Many companies are re- 
luctant to remove an executive when he 
shows that he cannot perform effectively. 
Failure to remove him, however, creates 
two dangers: The individual who has 
been overassigned will deteriorate; more 
important, he will damage the effective- 
ness and morale of the men under him. 

Another facet of the assignment prob- 
lem can also be illustrated by military 
experience. During World War II, a 
large number of men were trained and 
sent overseas as individual combat re- 
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placements. It is now generally agreed 
that there could not have been a more 
unhappy assignment than going into a 
fighting organization to replace a man 
who has been killed or wounded. The 
Army now recognizes that effective per- 
formance, especially under the trying 
conditions of battle, depends on more 
than the quality and training of indi- 
vidual soldiers—that it also depends sub- 
stantially on the support the man gets 
from his buddies. The present replace- 
ment system trains men as a group, ships 
them out as a group, and integrates 
them as a group into larger units. The 
Army thus hopes to reduce the tre- 
mendous physical and _ psychological 
losses that occurred among replacements 
during World War II. 

Without overemphasizing the analogy 
between a man who joins a combat unit 
and one who enters a work group, we 
may nevertheless draw a suggestion from 


this Army experience for industrial prac- 


tice. Military experience seems to sup- 
port the efforts that certain pioneering 
companies are making to discover how 
the small work group can be organized 
so as to provide major support for the 
individual worker. 


Penalties of Specialization 


One other type of assignment problem 
warrants attention. Our scientific and 
technological advances are leading us 
into extreme specialization. Even with 
persons of great competence, specializa- 
tion is generally accompanied by loss of 
flexibility. 

To cite a rather dramatic example, one 
of the leading members of the Mayo 
Clinic staff became panicky several years 
ago during an operation because he 
found an unexpected condition that was 
outside his special field. A colleague had 
to complete the operation. No matter 
how capable a highly specialized indi- 
vidual may be, assignment outside his 
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particular area of competence becomes 
overassignment, with all its unfortunate 
consequences for the individual and the 
organization. Recognizing this, an in- 
creasing number of organizations seek to 
guard against extreme overspecialization 
through executive development programs 
that include job rotation. 


PAY 


At the beginning of the century a dis- 
tinguished American economist main- 
tained that a man is generally paid ex- 
actly what he is worth—that is, what he 
contributes to the profitability of the 
business employing him. Since then we 
have made enough progress to realize the 
limitations of this generalization. But 
we are still far from a satisfactory alter- 
native theory. 

One important development has been 
the changing approach to the problem 
of pay. Instead of its being regarded 
from the viewpoint of productivity, it is 
often considered in terms of standards of 
consumption. Roswell McCrea, who for 
many years was Dean of the Graduate 
School of Business at Columbia, used to 
tell the following story to illustrate this 
point. When McCrea first moved to New 
York around 1900, his next-door neigh- 
bor was supporting his wife and two 
young children quite decently on $2,500 
a year. When McCrea met him about 
a decade later, this former neighbor said 
he was earning $12,000 a year but was 
harassed by lack of money. His new 
social position had forced him to move 
into an expensive neighborhood, join 
expensive clubs, send his children to 
private schools, and make other expen- 
ditures that strained his large income. 
When, many years later, McCrea again 
met the neighbor, he was earning 
$25,000 and was no longer under 
pressure. A new balance had _ been 
reached between his income and his con- 
sumption standards. 





Other Group Considerations 


The group exerts its influence not only 
through socially competitive consump- 
tion but also, in an era of trade unions, 
through the wage contract. In The 
Labor Leader! the present writer and 
his co-author describe a case in which 
a company was unable to grant an across- 
the-board wage increase but was willing 
to increase wages for one group of work- 
ers. The union negotiators were un- 
willing to accept this proposal for a long 
time because they feared its impact upon 
the relative position of different groups 
of workers. This is cited as an example 
of the general proposition that wage 
payments have a significance in relative 
as well as absolute terms. As the stand- 
ard of living of the working population 
has risen above subsistence, such con- 
siderations as relative position and pres- 
tige have become important. 

An earlier study by this writer? con- 
siders the same point, though it deals 
with unemployed rather than with em- 
ployed workers. Described here were 
men who had been out of work for 10, 
15, and even 20 years, yet suffered few 
serious emotional difficulties and had no 
feeling of personal failure or the at- 
tendant disorganization usually found 
among the unemployed when they are a 
small group in a successful community. 
These men had amazing emotional sta- 
bility because the entire community was 
in the same boat. 


The Reward Structure 


Pay and other rewards affect the 
worker and the executive differently. 
Money is used to reward the executive 
who does well. In addition, he probably 
receives other rewards, ranging from a 
private office and secretary to election 
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to an exclusive country club. The pro- 
duction worker has much less oppor- 
tunity to break out of the group, show 
what he can do, and earn special rewards 
for his performance. Moreover, the 
worker can get no equivalent of the pri- 
vate office or the country club. Con- 
sequently, the possibilities of motivating 
performance through special rewards 
are much more limited when dealing with 
production workers than with executives. 

One recent development in the reward 
structure deserves special emphasis. Elab- 
orate pension schemes have been estab- 
lished during the last two decades. Their 
full implications have not yet been ap- 
praised. Still, it is questionable whether 
postponed benefits have the same psy- 
chological value as current rewards. It 
may well be asked whether there is any 
real advantage in a situation, all too 
typical, in which individuals feel they 
cannot afford to change jobs because 
of their accumulated rights. There may 
be serious dangers in tying people to 
their jobs by making them fearful of 
giving up future benefits. 


PROMOTION 

A dilemma is created for modern busi- 
nesses by its desire to secure and re- 
tain a large number of able people while, 
at the same time, the opportunities to 
promote them are limited. Men with 
high potential are usually impatient to 
get ahead. As long as a business ex- 
pands and the number of good positions 
increases, this problem may not arise. 
But no business can expand indefinitely. 
An extreme illustration of how able peo- 
ple leave an organization because they 
cannot advance was seen in the resigna- 
tion of officers from the Army during 
the 1920’s. If it had not been for the 
depression, many more would probably 
have resigned, including several who rose 
to the top in World War II. 

While some men become impatient if 
they are not promoted, others are unin- 
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terested in moving into more responsible 
positions. Promotion presents not only 
the chance of success, but the possibility 
of failure. Hanson Baldwin commented 
recently that many officers seek staff 
rather than command positions. They 
may never go all the way to the top, but 
they will never lose a battle. 


Limitations on Incentive 


The trend toward higher wages for 
beginners and semi-skilled workers has 
reduced the incentive for individuals with 
potential to invest in the long training 
needed to qualify for top-level work. 
Some years ago the author supervised 
a study of tool and die makers and other 
skilled workers in a Connecticut plant. 
It was found that many of the men did 
not want to carry their work home at 
night. They were uninterested in acquir- 
ing the added training and skills that 
would have made them top-level workers. 

A related problem is found in certain 
technologically advanced industries in 
which top administrators are often re- 
cruited from the engineering and scien- 
tific staffs. The recruitment usually suc- 
ceeds because the prestige and rewards 
for administration are much higher than 
those for technical work. But little is 
known about the frustration that may 
result when men are forced to give up 
the use of their specialized skills and 
talents. 

After World War II the Medical De- 
partment of the Army sought to solve 
this problem by providing an opportunity 
for men to rise to the top—to the rank 
of major general—while they continued 
to work within their own professional 
domain. Previously administrative work 
provided the only opportunity for pro- 
motion above the rank of colonel. In- 
dustry has a long way to go to establish 
the proper balance between the rewards 
given professional and those 
given to general managers. 


persons 
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One other fact about promotions which 
business cannot escape is that the pro- 
motion of one man may antagonize all 
those who are not promoted. Many or- 
ganizations are so sensitive to this fact 
that they have abdicated their respon- 
sibility for making judgments by estab- 
lishing mechanical systems based upon 
seniority or other “objective” criteria. 
During the depression of the early 1930's, 
for example, the salary budget at one 
large university was frozen—as budgets 
undoubtedly were at many others. As a 
result, no one was promoted. This cre- 
ated remarkably few difficulties in inter- 
personal relations among the faculty. 
Problems arose, however, when the freeze 
came off and rather than 


one person 


another was selected for promotion. 


LIMITS OF THE 
MOTIVATIONAL APPROACH 


This brief discussion of some of the 
problems encountered when business 
seeks to improve its selection, assign- 
ment, pay, and promotion policies has 
drawn attention to the fact that influenc- 
ing behavior is a much more difficult 
undertaking than might be assumed at 
first. We have noted that, while money 
is an important incentive, it has definite 
limits. Perhaps the most important gen- 
eralization which we might make is that 
the workforce is not a homogeneous 
group but includes distinct sub-groups. 
Since the members of each sub-group 
have different values and goals, they 
respond differently to various approaches 
and techniques. One of the major chal- 
lenges facing business today is to learn 
enough about its employees to recog- 
nize these important differences, so that 
suitable approaches for each sub-group 
can be developed. 


The Rank-and-File Group 


Business must reconcile itself to the 
fact that the vast majority of factory 





operators and clerical workers do not 
ascribe overriding importance to their 
work. While they are not oblivious to 
the importance of having a job that pays 
decent wages and does not bore them, 
they look to activities off the job rather 
than on it for their major satisfactions. 
No matter how hard the personnel de- 
partment tries, it will have limited suc- 
cess in motivating most of the members 
of the workforce to perform in a way 
that anywhere approaches their maximum 
capabilities. The objectives most pro- 
duction workers seek to fulfill through 
their work are modest. Within this 
group, however, those who have made 
a sizable investment in acquiring special 
skills are likely to be concerned with 
securing the type of work that will enable 
them to use their specialized capacities. 


Differences at Higher Levels 


Business is confronted with quite a 
different situation with regard to its ex- 
ecutives. They have much higher aspira- 
tions and usually recognize that their 
goals must be fulfilled mainly through 
advancement on the job. Their total 
adjustment to life is very much more de- 
pendent upon occupational success than 
the wage earner’s. But even among ex- 
ecutives one must distinguish between the 
minority who are wedded to their work 
and determined to fight to the top and 
the larger number who are willing to 
apply themselves to their work but do 
not become completely involved in it. 


Three Positive Approaches 


This analysis has pointed up some of 
the limitations on industry’s ability to 
alter significantly the motivation of its 
workforce. Three approaches, however, 
do promise reasonable success. The first 
is to improve existing systems of evaluat- 
ing performance. An effective rating 
system is necessary if one aims to in- 
crease effort by rewarding performance. 
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The need for improved rating systems is 
closely related to the second approach: 
to make sure that the entire workforce 
respects the integrity of the procedures 
used to rate and to reward work. Equity 
is a major value for most people and 
should be a major objective of business. 
If the group understands the principles 
underlying the rating and reward sys- 
tems, and accepts their basic fairness, 
the task of eliminating various actions 
that restrict production becomes much 
easier. 

Finally, since there are striking differ- 
ences in the willingness of people at 
every level to devote themselves to their 
jobs, it becomes a major challenge to 
business to develop methods to distin- 
guish between the work-oriented and those 
who are less concerned with perform- 
ance and advancement. Instead of rely- 
ing primarily on managerial selection, 
industry should allow much more scope 
for self-selection. If individuals were 
offered more opportunities to volunteer 
for difficult assignments that offered 
greater rewards, industry would have a 
clearer basis for differentiating between 
those who want to move ahead and are 
willing to pay the price in work and 
risk and those who prefer peace and 
security. 

Recognizing the sizable gap between 
the current performance of most individ- 
uals and their maximum capacity, Ameri- 
can business is inevitably concerned with 
devising techniques to motivate individ- 
uals to put forth greater effort. But we 
have seen that goals and values deeply 
imbedded in the working population 
make it unlikely that such techniques will 
prove generally successful. Consequently, 
it is suggested that industry should shift 
its principal concern. Instead of trying 
to influence the majority who are in- 
terested in peace and security, it should 
try to find the minority who seek to 
realize themselves through work. 





What’s Happening to Arbitration? 
A Personnel Director Speaks His Mind 


The strongest champions of a cause are often its severest critics—for, convinced 
of its worth, they are therefore sensitive to its imperfections. It is in this spirit of 
constructive criticism that a practicing personnel executive raises some serious ques- 


tions about current uses and abuses of arbitration. 


While his premise is that arbi- 


tration is fundamentally sound and necessary, he voices the strong protest that arbi- 
tration, as commonly practiced, is failing to live up to its basic purposes in a number 


of important respects. 


ARBITRATION IN ITSELF is patently a logi- 
cal, sound, equitable, modern procedure 
for settling disagreements about some- 
thing that has already happened. Any 
adventurer into the field of establishing 
industrial utopias would most surely in- 
clude the process of arbitration in his 
portfolio. It is so logical, so appealing 
to a sense of right and justice that even 
the most unreconstructed individualists 
have viewed it as an essential. Experts 
in the general management field fre- 
quently prejudge the merits of a labor 
agreement by intoning the magic words: 
“. .. and, of course, your grievance pro- 
cedure culminates in arbitration.” 

As it does to so many of the castles 
built in the dreams of our perfect human 
relations world, the uncompromising 
record bears all too convincing witness 
that the arbitration ideal has failed to 
live up to its justified expectancies. We 
hear talk from men of stature that arbi- 
tration has played* them false, that a 
contract or ostensible meeting of the 
minds has lost its regularity and sta- 
bility, that a new tool of continuing tor- 
ment is in the hands of management as 
well as labor union leaders, that if they 
had it to do over again they would not 
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include an arbitration clause in any labor 
agreement. 

What has happened in the past few years 
to bring about this conceptual change? 
Surely it is most timely to inquire into 
the matter. Odds are good that the al- 
ready large number of arbitrations will 
increase markedly in the next few years. 
As unions fail, in a stabilizing economy, 
to gain more pay and more fringes, they 
must find a means of preserving their 
status with their members. Arguments 
over job control and managerial rights 
of direction, over seniority and job per- 
formance, over contracted work and over- 
time will undoubtedly dominate the daily 
administration of the contract—and these 
are all areas of disputed interpretation 
—the stuff arbitrations are made of. 

And even if the number of arbitra- 
tions were on the downgrade, it would 
still seem clinically indicated to diagnose 
most thoroughly what has happened to 
a once lusty force in industrial relations. 


What Arbitration Is 


Let us first examine just what arbi- 
tration is—and isn’t—supposed to be. 
Its dictionary definition is fairly ade- 
quate as a point of departure: “The 
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hearing and determining of a controversy 
by a person or persons mutually agreed 
upon by the parties.” 

But this broad definition has been 
limited—or, at least contract writers have 
tried to limit it—by imposing, after years 
of good and bad experience, such safe- 
guards as: 


1. It is a voluntarily-agreed-to pro- 
cedure. No law requires the writ- 
ing of arbitration into a contract. 
It usually deals not with substan- 
tive questions, but only with those 
having to do with the interpreta- 
tion or application of a prior 
agreement which has been reduced 
to writing. There are, of course, 
frequent instances of arbitration 
over the terms of a contract, but 
over-all, they are in the minority 
and are usually avoided by both 
labor and management. 

The arbitrator is expected to con- 
fine his deliberations to the ex- 
plicit terms of the agreement and 
to observe the adjuration that he 
“neither add to nor subtract from” 
such terms. 

What is to be arbitrated is de- 
cided beforehand—usually in writ- 
ing—to obviate the undesirable 
practice of permitting the arbi- 
trator to decide what he will arbi- 
trate. 


What Arbitration Is Not 


Now this is a fairly circumspect state 


of affairs. Before we consider what has 
happened to this logical approach, let 
us list a few things not included in the 
process. 
1. Arbitration is not conciliation— 
which is a process of bringing 


parties together for the purpose 
of letting them settle their own 
disputes, all the while meticulously 
avoiding suggestions, partisanship, 
etc. 


Arbitration is not mediation— 
which is a conciliation plus some 
suggestions, none of which is bind- 
ing on either party. (Note: The 
distinction between conciliation 
and mediation is a difficult one. 
They are not shielded categories, 
but rather represent shades of a 
single action which might he 
labeled “getting adversaries to- 
gether to talk it out.”) 

Arbitration is not negotiation— 
which implies power and authority 
to change, modify, initiate, im- 
provise with respect to the substan- 
tive terms of an agreement, present 
or in the making. 

Arbitration is not sociological ex- 
ploration—which includes __ the 
process of advising or compelling 
other people to live in ways be- 
lieved by you to be right and 
proper for them. 

And, just to leave no doubt in the 
mind of the reader at this point, let us 
repeat that to us—and to most of our 
kinfolk in the industrial relations field— 
arbitration is a decision in a controversy 
concerning the interpretation or appli- 
cation of a contract clause within the 
limitations set forth by the parties. 

Now, where has arbitration “gone 
wrong’? Is the very principle of arbi- 
tration unsound? Or is the principle 
sound while the procedure in itself is 
going awry? Or does the fault lie with 
the arbitrators themselves? Let us ex- 


amine each of these questions in some 
detail. 
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1S THE PRINCIPLE OF ARBITRATION 
UNSOUND ? 


If the position is taken that arbitra- 
tion per se is unsound, then we are 
forced to conclude that any judiciary 
process in equity is unsound. The evolu- 
tion of a means for handling a dispute 
in equity has been gradual and mean- 
ingful. The cave man used a club in 
contest with his neighboring Neander- 
thal when a good haunch of sabre-tooth 
was in issue. Later, rules of combat were 
introduced, and the Sir Lancelots ran at 
each other full tilt under certain rules 
of the road. Still later (probably be- 
cause of the high mortality rates among 
knights) the concept of decision on the 
merits and facts of the case replaced the 
club, the boiling pot and the lance—and 
the judicial process burgeoned. 


Common Arguments Against Arbitration 


There are many men who do a fair 
amount of serious thinking in the indus- 
trial relations field who at least talk 
about a return to the club 
method. 


or lance 
They would eliminate arbitra- 
tion as a final step in the grievance pro- 
cedure, and at the same time agree to 
do without a no-strike clause. Then, if 
a grievance were settled by management 
in terms unsatisfactory to the union, the 
union would have the choice of accept- 
ing the decision, or of forcing the man- 
agement to reverse its position by strik- 
ing, or by slowing down, or in some way 
bringing on a felt economic pressure. 
These good men agree: 

1. One real test of the importance of the 
grievance to the union will thus be 
demonstrated: Is it worth a work stop- 
page? 

2. The popularity of the grievance among 


the union members will be determined. 
Will a meaningful majority of the em- 
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ployees strike, for instance, over the 
grievance of one or a few employees? 

3. At any rate the issue will be determined 
by the parties most concerned—and the 
mutually distrusted third party will have 
no place in the decision. 


Reason vs. Economic Force 


Now, such talk is worth while if it stirs 
up some discussion, but it is scarcely 
worthy of personnel men—men who 
should be concerned with the over-all 
good of any move involving people. Here 
are some reasons for this statement: 


1. Cases would not be settled by their 
merits or the facts but by the relative 
strength of the contenders. 


2. A strong and arbitrary management 
versus a weak union would result in 
many permanently unsettled grievances 
—at least in the minds of the aggrieved. 
Surely a discontented and grumbling 
work force would result. 


3. Conversely, a strong and arbitrary union 
versus a weaker management would 
create havoc to almost any contract, no 
matter how well written. 


4. It is questionable whether economic force 
of any kind ever settles any kind of 
human problem. 


IS THE ARBITRATION 
PROCEDURE GOING AWRY? 


It is almost axiomatic that precedent 
is a dull tool for handling or settling 
problems in human relations. No mat- 
ter how slight the differences, each suc- 
cessive problem carries with it a unique- 
ness—most for the man affected by the 
problem, some for the manager who must 
settle it. Every human brings to an 
identical or to a common situation a 
background which differs widely in kind 
from the backgrounds of any other 
humans involved in apparently the same 
situation. 

With these truths in mind, industrial 
relations people as well as union leaders 
welcomed legitimate arbitration as a 
means of solving an individual problem 








within the frame of reference of the in- 
dividual aggrieved employee, of the par- 
ticular situation, of the applicable terms 
of the agreement, and of the business 
involved. It was recognized by all con- 
cerned that recourse to precedent would 
nullify this distinct problem-solving ap- 
proach. 


“The Battle of Citations” 


Yet where are we pointing? As a gen- 
eral rule, current arbitral decisions are 
applications of precedent, not only quite 
obviously considered in detail as guiding 
precedent, but boldly quoted as justity- 
ing the award. Indeed, in many cases 


in 1953 the arbitration procedure became 
a battle of citations, some reaching the 
acme of absurdity when pro and con 
considerations of the arbitrator involved 
in the instant case were set forth in oppos- 
ing briefs as ad hoc justification for a 


decision. 

This judicial approach, where prin- 
ciples established in prior cases are re- 
viewed and applied to the case at hand, 
has led many of us in the field to bewail 
the publishing of arbitration awards, 
categorized and coded like so many civil 
statutes. 


Arguments for the Judicial Approach 


The many arguments for such a codi- 

fied procedure 

—that many disputes are settled short of 
arbitration because the parties know 
in advance what the decision will be 

—that regulated order is more intelli- 
gent than case-by-case appraisal 

—that grievances can be handled prompt- 
ly in an aura of what’s been right be- 
fore is still right 

—that people won’t understand varying 
awards in what appear to be “all- 
fours” cases 
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are persuasive, and logical, and com- 
pletely wrong. They all miss the point 
that every grievance case is different and 
can be fairly judged only on the basis 
of the particular facts of the instant 
case and in accordance with the terms 
of what the parties thought they agreed 
to in the controlling contract. 

While the turn to the judicial approach 
is lamentable in principle, it is even more 
to be lamented when the reasons for the 
approach are examined. Discussions 
with many “successful” arbitrators about 
why they choose the codified system soon 
suggest that two private reasons may 
underlie the public reasons given earlier. 

First, one detects an atmosphere of fear 
—fear of being called “different,” fear 
of being publicly labeled “ignorant” of 
what some other arbitrator has ruled in 
an apparently similar case, fear of being 
the “only one” who called it that way. 

Second, and shameful it is, the observer 
notes a certain amount of laziness. It 
is a whole lot more comfortable to check 
ihe national services which specialize in 
reporting arbitration cases to find what 
Jones did in an apparently like case— 
and to rule that way. Taking thorough 
testimony, appraising credibility, testing 
all information against the contract and 
the stipulation, reading the mellifluous 
briefs is time- and mind-consuming—and 
doesn’t pay too well. The thinking and 
writing must be worked in with regular 
class work, or clerical duties—and to 
make it financially worth while, a fellow 
has to get several cases a year. 

We might cure this second infection 
by the simple expedient of paying our 
arbitrator much more, and then asking 
him not to overlap cases, or not to take 
on our case unless he can give it due 
attention. 
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The “Sociological” Approach 


Much as we are concerned with the 
judicial approach to arbitration, it has 
only relatively minor, correctable faults 
when compared with the sociological ap- 
proach. The practitioners of this black 
art are do-gooders and reformers dressed 
up in the cloth of unbiased judges. Their 
approach is not: “What does this con- 
tract say?” Jt is: “In this particular sit- 
uation J] believe things should be thus 
and so—and / will rule to accomplish 
what J deem to be worthy and right and 
good for the future.” 


This brings to mind the story by 
Ambrose Bierce who, in his Fantastic 
Fables, tells us about “The Disinterested 
Arbiter” in this way: 

Two Dogs who had been fighting for a 
bone, without advantage to either, referred 
their dispute to a Sheep. The Sheep pa- 


tiently heard their statements, then flung 
the bone into a pond. 
“Why did you do that?” said the Dogs. 
“Because,” replied the Sheep, “I am a 
vegetarian.”’* 


Many arbitrators are college professors 
and the most frequent occupational dis- 
ease of college professors is the belief 
they know what is best. The second most 
common ailment of these otherwise fine 
men is a belief that they must stimulate 
progress—‘“progress” defined in their 
own terms. How they get that way is an 
interesting and fairly well-known story, 
but unimportant in relation to the recog- 
nition of the fact. Many fairly intelli- 
gent industrialists are pretty well con- 
vinced (thinking of such things as the 
steel case and the union shop) that it is 
basically wrong ever to let such college 
professors make any decision in a public 
matter. While I know what these in- 





*From A Subtreasury of American Humor. E. B. 
and Katherine S. White, Editors. Coward-McCann, 
Inc., New York, 1941. 
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dustrialists are talking about, and appre- 
ciate it, I will not abandon my per- 
sonal conviction that even professorial 
and clerical arbitrators will respond to 
training. And, of course, not all of 
them are that way in the first place. 

Why shouldn’t these men of good in- 

tent be seated and given a thorough 
course which might run along something 
like this: 

1. I respect your training and good 
intent and desire to improve the 
world. 

2. In fact, after this arbitration is 
over I’d like to hire you to sit 
down with me to give me your 
best thinking on how we can avoid 
future problems like the one I 
have here. 


3. But I have a problem here—not 
involving your ideas for better- 
ing the world, or making a reputa- 
tion for yourself among your col- 
leagues, or helping along “prog- 
ress”—just simply one of inter- 
preting this particular clause in 
the contract, with respect to this 
stipulation, and under these cir- 
cumstances. 

4. Won’t you please restrain your- 
self? 

This may be whimsical, but if we are 
to eliminate the sociological approach 
to arbitration, such educative efforts are 
essential. 


The Hazards of Compromise 


A little further education may be in- 
dicated with respect to another devia- 
tion which finds its roots in the socio- 
logical approach. Arbitrators, being 
human in many cases, like to com- 
promise. This fault—and a real fault 








it is—usually comes to the fore in dis- 
charge cases. An employee violates a 
major rule—he has a history of disin- 
terest and non-compliance, he is not a 
desirable employee—so he is discharged. 
Quite often the arbitrator agrees com- 
pletely with management’s right to dis- 
charge in such a case, and finds no 
violation of the contract. Yet, he says 
discharge is too severe, and modifies the 
action to a layoff without pay—all to 
the deep concern of management, the 
amusement of the union, and, most im- 
portant, to the bewilderment of other 
employees who now have lost a bench 
mark as to expected rules of deportment. 

One further note on compromise, 
which is, as we said, a fairly decent illus- 
tration of humaneness, albeit wrong. It 
can lead to a method, especially with 
“permanent” arbitrators, which is not 
only wrong but exceedingly vicious— 
that is, the “horsetrading” procedure. 


This is expressed usually in two ways: 
one, trading off settlements under the 
eye of the arbitrator, but prior to an 
award; two, ruling in favor of one party 
because rulings in previous cases have 
been against that party. Neither method 
furthers the high ideal of arbitration. 


IN SUMMARY 


Perhaps enough has now been written 
and we are ready to summarize some 
thoughts in fairly positive language. 

1. Arbitration is in itself a sound 

procedure for settling controver- 
sies over the interpretation and 
application of some agreement 
which the parties thought they 
understood, and now find they 
don’t. 

Arbitration is losing face because 
arbitrators insist on a judicial or 
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sociological approach, whereas 
the proper approach is pragmatic. 
Arbitrators largely drawn from the 
professorial or clerical ranks must 
strive ever harder to overcome the 
subjective factors which led them 
into their teaching and preaching 
fields, these factors being such 
conceptions as: 
—the duty to better the world 
—the belief that “I know better” 
—the urge to encourage “progress” 
—the desire to deal with the substan- 
tive rather than the interpretation or 


application of what other people 
agreed to 
—the fear of contradicting their peers 
—the almost holy respect for what some 
predecessor has written and the co- 
ordinate love for repeating or citing it. 


Arbitrators must not be bemused 
by the problem-avoiding words of 
some personnel men who would 
solve the problems of an aggrieved 
worker and very real they are to 
him—by informing him that his 
case has already been decided in 
Jones vs Schmaltz, No. 193 (1953) 
Section II, Paragraph iii (op. cit.). 
Professors and clerics must learn 
to wear two hats: the green one 
for pragmatic arbitration work; the 
red one for missionary work. They 
must learn that red and green, 
worn together, neutralize. 
Arbitrators must constantly remind 
themselves—and prepare to be re- 
minded—that if arbitration is to 
last as a means for settling dis- 
putes, it must be construed nar- 
rowly and persistently as a pro- 
cedure for making a decision in a 
controversy concerning the inter- 
pretation or application of a con- 
tract clause within the limitations 
set forth by the parties. 





Employee Publications: 
There’s Room for Improvement! 


THEODORE ALLISON 


“Pretty to look at... but little or no vitality or impact on the human relations as- 


pect of business or industry.” This criticism of employee house organs, delivered 
by one distinguished team of researchers ajter an intensive study of their content, 
seems to state the unhappy consensus of those who have attempted scientifically to 


appraise the real worth of employee publications. Why this failure, in so many cases, 


to do an adequate communications job? The author has some highly original ideas 


on the subject that merit management’s serious attention. 


DEVELOPMENT OF MUTUAL understanding 
between management and labor is a big 
and ticklish problem. A complete solu- 
tion has not been found, but better com- 
munication—the sharing of information 
by both parties—is a step in the right 
direction. To supplement other methods 
of communication, many firms have 
turned to house organs. Though some 
date back to the turn of the century, 
widespread use of company magazines 
is relatively recent. The precise number 
of such publications is not known, but a 
conservative estimate appears to be over 
ten thousand, reaching between 50 and 
100 million readers monthly. 

When looking for an editor to handle 
the newly established and unfamiliar 
communication medium, management has 
tended to emphasize technical know-how 
—a journalism degree, editorial experi- 
ence, and knowledge of typographical 
processes. These are desirable, of course, 


Note: A labor economist, 


but there is a vital requirement which 
is often overlooked. Since a fundamental 
purpose of publications aimed at em- 
ployees is to improve understanding be- 
tween management and labor, a knowl- 
edge of personnel relations and indus- 
trial psychology is essential. Too often, 
employee magazines are the offspring of 
an uneasy liaison between the advertis- 
ing and personnel departments. As is 
often the lot of natural children, these 
magazines have been supported but little 
thought has been given to their per- 
formance or development.’ In too many 
cases there has been a failure to decide 
clearly what the purpose of a house organ 
should be, to understand how these pur- 
poses may best be met, and to recognize 
the potential such publications have for 
molding opinion. 


1A recent estimate placed the annual cost of house 
organs published by American industry at well 
over $100 million. See Fortune, October, 1952, p 
144. 


Mr. Allison prepared this article while a Ford Fellow at Yale Uni- 


versity Graduate School in connection with work in personnel psychology with Professor 


Paul S. Burnham. 
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Fancy Wraps—Flimsy Content 


Results of separate studies of employee 
publications in Minnesota and New York 
are dishearteningly similar in their con- 
clusions. One team of researchers re- 
ported, “There is little or no evidence 
that top management has adopted a 
policy of aggressively sharing informa- 
tion with employees.” If this condition 
is not changed, “house organs will con- 
tinue to be ‘pretty to look at’ maga- 
zines with little or no vitality or impact 
on the human relations aspect of busi- 
ness and industry.”* Another study made 
at Syracuse University echoes these senti- 
ments. The publications examined were 
interestingly written and well printed, 
but they were not “effective bonds be- 
tween management and labor . . . man- 
agement had virtually nothing of im- 
portance to say to labor . 
tended 
papers 


content 
often to be pointless,” and the 
had “no basic purpose or direc- 
tion.” An editor of Printers’ Ink, sur- 
veying the field, concluded that many 
house organs “reflect what management 
thinks employees should be told. The 
result is disastrous, in many instances. 
The total effect of management’s ap- 
proach is lost.”* A striking example of 
how grossly management can miss its 
mark was furnished by a 1947 Opinion 
Research Corporation readership survey. 
In one publication studied, the president’s 
letter extolling free enterprise ranked 
97th among 97 items. 


2 Paterson, Donald G. and 
“Readability and Human 
Organs,’’ PERSONNEL, May, 
441. 


Walker, Bradley J., 
Interest of House 
1949, v. 25, pp. 438- 


8 Sufrin, Sidney C. and Gaynes, George G., “Plant 
Papers and Employee Relations,” PERSONNEL, Jan- 
uary, 1948, v. 24, pp. 288-292. 

Green, Harold E., 
tive Communication 
ployees,” Printers’ 
220:13, pp. 27-29. 


“Eleven Principles for Effec- 
Between Employer and Em 
Ink, September 26, 1947, v. 
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Misplaced Emphasis 


What should an effective house organ 
contain? In several surveys, readers 
have indicated that their first choice is 
news about the company which affects 
the security of their jobs. Employees 
should receive news that affects them di- 
rectly from their own publications first, 
rather than from their city newspapers. 
The source of information which gives 
important news and gives it first builds 
up respect and confidence among _ its 
readers. Union activities are certainly an 
important element in employees’ working 
life, but few magazines in organized 
plants even admit the existence of a 
union. By and large, the news that would 
really interest employees is missing from 
company papers. Sufrin and Gaynes ob- 
served that “as one reads the plant pa- 
pers, one does not get any feeling that 
the plant is located in a social and eco- 
nomic world, or that the future and well- 
being of the rank and file are in any way 
connected with the future and well-being 
of the factory.”® 


They found that almost 60 per cent of 
the space in the publications they ex- 
amined was devoted to photos (most of 
which had no relation to the plant) and 
personal items such as engagement and 
wedding announcements. Such items do 
have reader appeal, but they seem to re- 


ceive disproportionate emphasis. The 
writers felt that giving so much space to 
personals was like aiming a cannon at a 
jackrabbit, since the chances for any one 
employee in a large plant to see a refer- 
ence to himself or an acquaintance would 
be slim. 

To improve employee publications and 
make them effective instruments in pro- 


5 Loc. cit. p. 291. 
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moting good company relations, it is 
necessary to do more than shift the em- 
phasis from gossip and propaganda to 
honest news with reader appeal. Man- 
agement must be sincere in its desire 
to share information with employees and 
must support the editor in his attempt 
to do so. What is needed is not only a 
change of content, but a change of heart. 


The Readability Factor 


The development in the field of em- 
ployee publications which has received 
the biggest play in recent years is some- 
what beside the point. Rudolph Flesch 
has caused considerable stir with his 
rules for making writing easier to read 
and understand. In 1948 he offered two 
formulas to measure reading ease and 
human interest. Briefly summarized, 
they are as follows: Reading ease de- 
pends on the length of words (number 


of syllables per word) and the length 
of sentences (number of words per sen- 
tence). Human interest depends on the 
per cent of personal words and personal 


sentences used. Personal words are de- 
fined as nouns with natural gender, such 
as charwoman; personal pronouns; peo- 
ple used with a plural verb; and folks. 
Personal sentences are sentences in dia- 
logue; questions, commands, requests 
and other sentences addressed directly to 
the reader; exclamations; and grammati- 
cally incomplete sentences which the 
reader must complete from the context. 
To calculate reading ease and human in- 
terest of any piece of writing, 100-word 
samples are selected. In these, word- 
length and sentence-length are computed, 
and personal words and sentences are 
® These formulas and detailed discussion of their 
use are found in Dr. Flesch’s article, “A New 


Readability Yardstick,”” Journal of Applied Psy- 
chology, 1948, v. 32, pp. 221-233. 
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counted. The values secured are substi- 
tuted in formulas devised by Flesch, and 
the resulting indices of reading ease and 
human interest are related to educational 
levels. From Census figures on popula- 
tion distribution by educational levels, 
it is possible to determine what propor- 
tion of the general population will be 
able easily to read and understand the 
tested material. 

When the Flesch formulas were ap- 
plied to employee publications, an ap- 
palling discovery was made. Most em- 
ployees could not understand them 
without difficulty. For instance, the 
average reading ease of sections dealing 
with company policy in 50 industrial 
magazines was rated “difficult,” which 
means the material was read easily only 
by high school graduates, who make up 
less than half the working population.’ 
In another survey of 34 house organs 
made by Paterson and Walker, the aver- 
age reading difficulty was found to be 
higher than that of a quality magazine 
like Harper’s—too difficult for the aver- 
age employee to read with ease.® 


Such findings jolted industrial editors, 
who have adopted Flesch’s rules for plain 
talk in increasing numbers. They are us- 
ing shorter, simpler sentences and fa- 
miliar words of one or two syllables. 
They are trying to build interest by 
using more personal words and sentences. 

Concern with making writing easier 
to read has had a good effect in dis- 
persing verbal fog. It has refocused 
writers’ attention on the importance of 
language as a tool. However, there is a 
danger that if the rules are followed too 
literally, English will lose much of its 
7 England, Arthur O. “Employee Magazines Are 

Hard to Read,” Personnel Journal, July-August, 


1951, v. 30, pp. 94-97. 
8 Joc. cit. 
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flexibility and precision, and industrial 
communication will be reduced to a 
sterile, primer language. The short word 
is not always the right word. 


No Substitute for Integrity 


There is not only the danger that sim- 
plification of language may have an 
emasculating effect. There is also the 
danger that concentration on reading ease 
and human interest may divert attention 
from the importance of having something 
to say. High readability does not insure 
a convincing or persuasive message. 


Consider the following paragraph: 


You have heard that America is a land of 
plenty. Our country is rich in natural re- 
sources. Iron and coal mines . . . green 
fields and forests. To grow and prosper, we 
must keep a constant vigil to take care of 
these resources. If we do, a bright future 
for our nation is assured. Hard-hitting sales- 
manship is another of our resources. Goods 
must be sold to keep our economy in high 
gear. People need to be urged to buy. They 
need a spur to act. Salesmen are the spur. 
Would there have been an American Revolu- 
tion without salesmen like Patrick Henry? 
Christianity itself is the result of a great 
selling campaign. Today’s “apostle” is the 
man whose flaming zeal makes people want 
to buy his product. Modern sales efforts are 
part of our national wealth. 


While that passage did not appear in 
a specific house organ, it readily might 
have. It is a combination of frayed 
cliches and vapid sentiments taken di- 
rectly from recent issues of employee 
magazines published by several major 
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corporations. It is an example of how 
a valid idea can be sold down the river 
in language which, though simple, lacks 
integrity. It is fairly typical of much of 
the wordage meant to get across manage- 
ment’s message. A_ sixth-grade pupil 
could undoubtedly read the passage with- 
out mental strain. He could just as easily 
spot the hollowness of the analogies and 
the false tone of the whole passage. In 
a phrase which a scholar of language 
might have difficulty in defining but 
which any sixth-grade student could un- 
derstand, the writing is real corn. 


The Basic Problem 


So we are driven back to the basic 
problem: the need for management to 
develop a sincere interest in employees 
and an honest desire to share informa- 
tion with them. Too often, an attempt 
to improve an employee publication neg- 
lects this fact. As in the example given, 
it is a case where Flesch is willing but 
the spirit is weak. When business men 
have something to say and truly mean 
it, they will gain their employees’ under- 
standing and belief. Employee maga- 
zines are comparative youngsters in the 
family of personnel tools and are still 
subject to growing pains. Like so many 
juveniles, they have recently learned how 
to talk so as to be understood, but few 
of them really know what they want to 
say. 


Strike Back—Give to Conquer Cancer! 





Communicating with Employees 
During a Strike 


A Survey of Company Practices 


By THE INDUSTRIAL RELATIONS WORKSHOP* 
The Management Institute 
New York University 


Jules J. Justin, Director of the Workshop 


INTRODUCTION 


SHOULD MANAGEMENT attempt to communicate with employees during a 
strike? If so, what methods of communication can be used, and what 
results can they be expected to accomplish? These two questions provide 
the basis for the following report on a research project recently conducted 
by the Industrial Relations Workshop of the Management Institute, New 
York University. The decision to undertake the survey grew out of 
divergent views expressed by members of the Workshop on this subject. 
It was found that some industrial relations executives considered it de- 
sirable to communicate with their employees during a strike; others felt 
that such communications accomplished little or were even detrimental 
to their interests. The Workshop decided to poll a representative group 
of companies in the New York metropolitan area which had experienced 
strikes, to determine what their practice had been and to examine the 


results of their experiences. The findings in this report are based upon 
that survey. 


THE STUDY 4. How did the employees and the union 
. : on react to the employer’s efforts? 
The questionnaire, containing 42 spe- Were these efforts effective from’ the 


cific questions, was sent to 125 employ- employer’s point of view? 
ers in the New York metropolitan area, 
all of whom had suffered a strike during he Method of inquiry 
the past year. It was built around five The names of the companies to which 
major questions: the questionnaire was sent were obtained 
1. Did employers try to communicate with from reports issued by a governmental 
their employees who were on strike? agency which publishes information on 


wn 


2. If so, what methods of communication 


j industrial strikes. The companies con- 

did they use? s : ' 

sisted of single and multiple plant or- 
3. What message did the employer try to age : a : 

get across? ganizations, with small, medium-size, and 





*The following members of the Executive Board of the Industrial Relations Workshop par- 
ticipated in this program: Thomas M. Mannion, Joan M. Cain, Frank D. Sweeten, Harry 
Safron, Joseph Carney and Edward Taub. Jules J. Justin, Director of the Workshop, directed 
the project. Mr. Leo Weiss, Research Assistant to the Workshop, and Mr. Thomas M. Mannion 
evaluated the results of the questionnaire and summarized the findings set forth in this report. 
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large workforces, engaging in intra- and 
inter-state commerce. The questionnaire 
was sent only to employers, since this 
inquiry was directed solely to them. 
Thirty-four of the companies replied. 
Two of the replies were not usable. The 
results summarized here are based upon 
the remaining 32 replies. Eleven em- 
ployers stated that they had made no 
effort to communicate with their em- 
ployees during the strike. The other 21 
companies did attempt to communicate 
with their employees during the strike 
and described in some detail the meth- 
ods they used. They also evaluated the 
effectiveness of their efforts. 


No Effort to Communicate 


The survey shows, first, that 34 per 
cent of the employers with strikes on 
their hands made no attempt whatever to 
communicate with their employees. The 
answers to the questionnaire from this 
group of employers revealed the follow- 
ing significant facts: The strikes in this 
group involved an average of 225 work- 
ers and lasted an average of 914 days. 
Only 10 per cent of the strikes involved 
more than 300 employees, and only 30 
per cent involved more than 150 em- 
ployees. The largest number of em- 
ployees in any bargaining unit was 1,300, 
and the smallest number was 10. In 89 
per cent of the cases, these strikes did 
not extend beyond 10 days. The most 
significant fact was that 77 per cent of 
the plants reported that they maintained 
substantial or close to full-schedule op- 
érations throughout the entire period of 
the strike. 


Efforts to Communicate 


What of the strikes in the remaining 
66 per cent of the companies in which 
the employer did try to communicate 


with its workers? These involved an 


average of 857 employees and lasted an 


average of 30 days. The bargaining 
units ranged in size from 8,000 em- 
ployees down to 30. In 29 per cent of 
the cases, these strikes involved more 
than 300 employees, while more than 
150 employees were involved in 57 per 
cent of them. The strikes lasted longer 
than 10 days in 62 per cent of the cases, 
with the longest one extending for 107 
days. In contrast to those companies in 
the first group, where employers made 
no attempt to communicate, only 13 per 
cent of the plants involved in this group 
maintained substantial or close to full- 
schedule production during the strike. 
Of those remaining, only two additional 
plants continued operations in part, and 
a third one was able to maintain a single 
assembly line operation by utilizing its 
supervisors for production work. 

The following facts significantly dis- 
tinguish the two groups: 

Companies (1) experiencing strikes of 
short duration; (2) employing rela- 
tively small numbers of employees; and 
(3) able to continue and maintain sub- 
stantially or close to full-schedule opera- 
tions, were the ones that generally did 
not attempt to communicate with their 
employees during the strike. 

Where the strikes (1) extended for 
longer periods of time; (2) involved 
larger numbers of employees; and (3) 
resulted in complete suspension of op- 
erations or production continued on a 
limited scale, the companies attempted 
by some means to communicate with 
their employees during the strike. 

Inquiry was also made into the fol- 
lowing factors: (1) the existence of a 
regularly published house organ; (2) 
the status of the striking union, ice., 
whether it was affiliated with the CIO, 
AFL or independent; and (3) whether 
the company was a single-plant or a 
multiple-plant employer. From the re- 
plies it appears that these factors were 
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deemed to be irrelevant to the basic 
question—whether the company tried to 
communicate with its employees during 
the strike. 


The Methods Used 


The replies showed that the companies 
used 15 different methods to communi- 
cate with their employees on_ strike. 
Significantly, only one method was tried 
by any large number of employers. This 
was the letter to the strikers’ homes. 
Fifty-nine per cent of the companies 
stated that they had utilized this method. 
Several of the other employers who did 
not use it stated that they thought this 
was probably a very effective means of 
communication. 

Next in popularity came the formal 
talk by management representatives. This 
was tried by 32 per cent of the em- 
ployers, but many came to the conclu- 
sion that it was ineffective. 
they would not use it again. 

A small number of the companies dis- 
tributed circulars to the employees on 
strike and posted notices on the bulletin 
board. One company took advantage of 
the employees’ presence in the plant dur- 
ing the strike (they were there to collect 
accumulated wages) by lecturing them 
and distributing leaflets explaining the 
company position. 

Another company tried a public ad- 
dress system on the picket line. The 
company concluded that this method ac- 
complished nothing and therefore would 
not be used again. Newspapers, radio, 
and television were tried as media of 
communication by a few of the employ- 
ers. While none reported particularly 
good results, some said they would try 
these methods again in the future. 

Maintaining continuing liaison with 
key personnel was one employer’s form- 
ula for good strike communications. 
When the strike came, this employer felt 
that there existed a group of respected 


Some said 
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shop leaders who were accustomed to 
getting and carrying information from 
management and passing it on to the 
men. This employer believed so strongly 
in the effectiveness of this method that 
he did not even bother with any of the 
more formal techniques. 

Closely allied in his thinking was the 
employer who felt that “well-informed 
foremen” were the answer to the prob- 
lem. 

A company that sent telegrams to the 
strikers’ homes, then sent management 
representatives to talk to the strikers and 
their families, concluded that the tele- 
grams were useless but that the home 
visits helped materially to shorten the 
strike. 


The Employer's Message 


Having decided that it should com- 
municate with its employees, and having 
chosen what it considers the most eflec- 
tive way of doing so, the company is 
faced with the problem of deciding what 
to say. As one employer put it, “Main- 
tain a friendly attitude throughout. 
Never speak wrong about the union. 
Just why you are right.” 

Overwhelmingly (86 per cent), the 
employers tried to describe their posi- 
tions on the strike issues. This often in- 
volved stating the company’s best or 
final offer (57 per cent); telling of its 
efforts to effect a compromise (62 per 


cent); or listing the union’s arguments 


and pointing out why the company 
thought they were invalid (62 per cent) ; 
occasionally (33 per cent) it also 
meant giving the facts and _ figures 
which showed the effect of the union’s 
demands on the company’s financial 
status or its competitive position. 

Some employers believed that the 
communication should not be merely 
argumentative but that it should also 
give facts and information. Thus, two- 
thirds of them told about the progress 
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of negotiations during the strike; 48 
per cent also reported on the mediation 
efforts of state and federal agencies. 

Most employers tried to keep their 
communications on this rather imper- 
sonal plan. Only one-third of them tried 
to persuade the employees to take any 
affirmative action, such as demanding 
that their union leaders terminate the 
strike. Most of the companies simply 
stated their case without asking the em- 
ployees to do anything. Similarly the 
great majority tried to steer clear of 
attacks on the union itself or on the 
union’s officers. Only one employer ad- 
mitted that his communications reflected 
on the personalities or political activi- 
ties of the union officials. 


Employee-Union Reaction 


How did the employees and unions 
react to management’s efforts to com- 
municate with the employees during the 
strike? Less than 19 per cent of the 
companies reported that their attempts 
were ignored; the other 81 per cent did 
get specific responses from the union, 
from the employees, or from both. 

In 71 per cent of the cases, the em- 
ployees expressed their opinions con- 
cerning the companies’ attempts to com- 
municate; and in only one of these was 


the response completely unfavorable. 


The unions were somewhat less outspoken, 
indicating their feelings only 48 per 
cent of the time. 


Most of the reaction was mixed. 
Fifty-three per cent of the employers 
received both favorable and unfavorable 
comment; 19 per cent reported com- 
plete acceptance of their efforts. What 
such mixed reaction can mean was de- 
scribed by one employer who said: 

A union official did speak to me con- 
cerning the letters. He congratulated me 
on a job well done, but also played his 


point up stronger at the immediately fol- 
lowing negotiations. 


Effectiveness of Efforts to Communicate 


We come, then, to the final question 
this survey was designed to investigate: 
Were the employer’s efforts effective 
from the employer’s point of view? 

Eighty-six per cent declared that they 
would use the same techniques again if 
faced with another strike. Most em- 
ployers (two-thirds) felt that the com- 
munication attempts helped their com- 
panies in one way or another. Nine 
per cent were so discouraged that they 
believed the company was better off not 
trying to communicate with its em- 
ployees in any way during a strike. 
Less than 5 per cent were convinced 
that the results called for a basic change 
in the methods used. 

Some of the companies listed the spe- 
cific achievements they felt their efforts 
produced. Many that replied (52 per 
cent) credited their communications 
with shortening the strike and creating 
a more wholesome employee attitude 
after the strike ended. Some of them 
(43 per cent) thought that their own 
bargaining position had been strength- 
ened by communicating with their em- 
ployees. An even greater proportion 
(48 per cent) expressed the view that 
they had weakened to some degree the 
union’s bargaining position. 


Is There One Best Method? 


As to which method was found most 
effective, a word of caution from one 
employer seems worth repeating. He 
said, “You cannot generalize success- 
fully about this problem. You can only 
talk about action to be taken in a spe- 
cific set of circumstances involving spe- 
cific personalities.” 

On the whole, the employers refrained 
from recommending one or another 
method as the best way to communicate 
with employees during a strike. The 
letter to the strikers’ homes received 





64 PERSONNEL 


the most votes, with 52 per cent of the 
employers feeling that it was effective. 
Next came the formal talks by manage- 
ment representatives; but only 24 per 
cent of the employers thought that this 
was a good technique. Fourteen per 
cent endorsed newspaper or community 
announcements. Twenty-four considered 
communicating at the plant site of the 
strike ineffective; 9 per cent stated the 
opinion that the use of radio and tele- 
vision had been actually detrimental to 
their cause. 


A Word to the Wise 


This survey report would not be com- 
plete unless it quoted a few of the com- 
ments made by management representa- 
tives who replied to the questionnaire. 
These comments were not statistically 
tabulated but they contain some wisdom 
and voice a few important warnings. 


Here is an example: 


It is difficult, if not impossible, to change 
anyone’s attitude in the emotion-charged 
atmosphere of a strike. . . . Your relation- 
ship with the union negotiating committee 
may be changed by any effort which they 
interpret as a threat to their position of 
leadership. 

One employer took a different view. He 

said: 

Information by company representatives 

creates issues among the employees and a 

back-to-work movements gets under way 

after the employees have cooled off. 

One company mailed letters to the em- 
ployees’ homes because “it is a sound 
method of acquainting the employee’s 
family, especially the wife, with the true 
facts.” One “communication-conscious” 
representative declared: 


We missed the boat in not communicating 
effectively with our employees before, dur- 
ing, and right after the strike. Employee 
motivation, morale and productivity are all 
functions of good communications, which 
is one phase of the bigger problem—de- 
veloping a sound and healthy management 
philosophy. 
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A final comment by one of the em- 
ployers who responded to the question- 
naire: 

These things are very difficult to evaluate. 

So much depends on the nature of the 

strike. I do not believe any one of these 

methods will—by  itself—end a _ strike. 

They rarely will cause a union leader to 

change his position. Their main use is to 

show a sound and firm company policy or 
an unsound union position, and to nfaintain 
good relations in the community. 


SUMMARY 


It was found that a substantial group 
of employers faced with a strike made 
no effort to communicate with their em- 
ployees during the strike. This practice 
appears more often where the strike is 
short-lived, involves a relatively smaller 
number of employees, and not 
close down plant operations. Where the 
strike continues for relatively longer 
periods of time, involves a_ relatively 
larger number of employees, and causes 
production to be substantially limited 
or suspended, the employer usually 
searches for some means to communi- 
cate with his employees. 

The survey reveals a variety of means 
of communication. Fifteen methods were 
reported by 21 companies. Only two 
of these received any sub- 
stantial support. They were the letter to 
the strikers’ homes and the formal talk 
by managements’ representatives. This 
wide divergence of opinion supports the 
view, implicit in many of the answers, 
that each employer’s individual circum- 
stances required the use of particular 
techniques and that there was no single 
method that necessarily served all of the 
employers at all times. 

The message which employers tried to 
deliver to their employees on_ strike 
varied with each strike situation. In 
general, however, where the employer 
did communicate with 


does 


methods 


his employees, 
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an effort was made to state the em- 
ployer’s position, point out the weak- 
nesses in the union’s position and to tell 
of the efforts the employer made to 
settle the strike. Most employers stayed 
away from strong attacks on the union 
or on the personalities of the union’s 
representatives. 

Both the employees and the union 
expressed reaction to management’s at- 
tempts to communicate with the em- 
ployees. In some cases the reactions 
were favorable; in others, unfavorable; 
but less frequently were the communica- 
tions ignored. This factor should be con- 
sidered by the employer in deciding 
whether to make an effort to communi- 


cate with his employees during a strike. 

Several companies, after trying to 
communicate with their employees on 
strike, concluded that it is best not to 
try. Others thought that methods which 
they neglected to use might have been 
more productive than the ones they did 
use. But the great majority expressed 
satisfaction with the techniques they 
tried and the results they obtained. They 
felt that the strikes ended sooner, that 
their own position was fortified, the 


union’s position weakened, and that a 
healthier climate had been made possible 
as a result of communicating with their 
employee during the strike. 


New Light on the Accident-Prone 


WHY do some persons in excellent physical condition have a disproportionate 


number of accidents? 
common? 
in advance? 


Do such 


individuals tend to have other characteristics in 
Is there a typical ‘‘accident-prone” personality that can be identified 


In a recent study, Dr. W. A. Eggert and Dr. A. H. Malo of the Lumbermens 
Mutual Casualty Company surveyed more than 1,400 route salesmen, getting their 
reactions to situations and to questions involving personality characteristics and 
then correlating the replies with their accident frequency over a three-year period 
Here are some of their findings, as reported by Dr. Malo: 

“High-accident-frequency drivers have more frequently experienced parental 
divorce. They think that women expect too much of their husbands. They make 
spur-of-the-moment decisions. They tend to avoid meeting some people face-to- 
They may blush easily. They are easily disturbed by minor irritants, and 
they tend not to be comfortable in the presence of the opposite sex. 

“They blow their horns or yell at other drivers. They are more interested in 
driving than in other aspects of their job. They tend to be irresponsible and 
to worry only about accidents in which they might be at fault. 
considerate of their customers as they should be.” 


face. 


They are not as 








Agreement or Compromise? 
The ‘Leveling Effect’ in Group Discussion 
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Frequently heard at AMA conferences is the question: “How can I, a top company 
executive, encourage my subordinates to be more than ‘yes’ men—to tell the truth 
even when it is unpleasant and to disagree with me when necessary?” What is needed, 
obviously, is an atmosphere conducive to frank, impersonal discussion, but is most 


group discussion either frank or impersonal? 


In our dependence on this useful 


management tool, the author asks, may we not be placing undue stress on con- 
formity, on agreement for agreement’s sake? This highly provocative article, ex- 
plores some of the inherent dangers of the group decision-making process. 


process. 


THE STRANGE STORY of the ruler whose 
subjects felt it necessary to curry favor 
by pretending to see his invisible “suit 
of clothes” is an interesting commentary 
on our customary reluctance to speak out 
in the face of opposition—particularly 
that of our superiors. Possibly because 
of this reluctance, various segments of 
management are being substantially af- 
fected by a species of blind, unthinking 
adherence to the popular belief that 
group discussion is fundamental to sound 
decision-making. 

To be sure, management by committee 
is not an abstract need. Such companies 
as General Motors, Ford and DuPont! 
make considerable use of group discus- 
sion. The Calco Division of American 
Cyanamid? and R. H. Macy of New 


1 Business Week, January 2, 1954, p. 42. 
2 Fortune, May, 1953, p. 183. 
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York® schedule “talk fests” as a matter 
of routine. The complexities of modern 
management and the trend toward spe- 
cialization have created a need for pooled 
judgment. Getting the facts is no longer 
a personal affair. 

The individual today acquires a sep- 
arate set of facts that are generally re- 
lated to a specialized function. At the 
same time, proper decision-making re- 
quires a view of the total situation, and 
no one person has all the information 
which is needed to make a proper deci- 
sion. Group discussion may overcome 
the incompleteness of one man’s under- 
standing and make evident to another 
a side of the question heretofore in- 
accessible. Careful study by group dis- 
cussion has the vital advantage of en- 
couraging the development, in most cases, 


3 Business Week, October 31, 1953 








of a solution that will be more useful 
than any that is likely to be reached by 
a single individual. 

In a theoretical sense, the problem pre- 
sented by the attempt—on the part of 
specialists who see the “facts” from dif- 
ferent vantage points—to arrive at a 
basis for decision is overcome by what 
is called the psychological unity among 
individuals. In this theory we find 
reason for believing that we have similar 
ways of viewing a situation or event. 
Certain kinds of music create the feeling 
of happiness and joy in each of us, and 
other kinds produce bitterness. Many of 
us can enjoy the same joke and cry at 
the same picture on the screen; very 
seldom does one individual laugh out- 
rageously at a scene which provokes tears 
among the rest. Similarly—in theory, at 
least—certain aspects of a problem can 
be viewed within the framework of a 
common understanding, the range de- 
pending upon the subject under discus- 
sion and the people involved. 

However, there are several subtle but 
important tendencies that exist in a group 
and are inimical to developing either a 
merely correct solution or a more satis- 
factory one than is possible through in- 
dependent thinking. A group discussion 
that fosters a critical and fearless review 
of the facts is one thing; a group discus- 
sion highly colored by the need for agree- 
ment is another—for having to agree, as 
a group, not only upon a satisfactory 
solution but upon the nature of the facts 
in the case may be a serious handicap to 
the study of these facts. When a dis- 
cussion emphasizes the importance of ar- 
riving at agreement, either critical analy- 
sis or group agreement is sacrificed. 


*S. E. Asch, Social 
York, 


Psychology, Prentice-Hall, New 
pp. 130-150 
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The Process at Work 


These tendencies, when not recognized 
and allowed for, encourage a kind of dis- 
cussion which is not desirable and, at the 
same time, leads to the use of group dis- 
cussion for undesirable purposes. In- 
deed, one large company dispensed with 
group decision-making a short time ago 
because weak executives used the discus- 
sions to ease the risk of decision-making 
and strong executives used them to rub- 
ber-stamp decisions. In neither case, 
naturally, could group discussion have 
been so used unless certain factors were 
operating in addition to the influence of 
an indecisive or a domineering leader. 

Recently, while participating in a series 
of group conferences, this author had 
occasion to observe these subtle tenden- 
cies. Two groups, fairly uniform with 
regard to ability and experience, were 
confronted with the same problem. No 
time limit was set. With Group A, how- 
ever, the necessity of finding an adequate 
solution, one that would reflect the 
group's opinion, was stressed; whereas. 
in the case of Group B, emphasis was 
placed on getting the facts, whatever they 
were, and speaking out fearlessly and 
critically. Thus Group A’s discussion 
was directed at a solution that would be 
acceptable; the facts 


presented were 


those that tended to promote agreement, 
and the way in which they were pre- 
sented tended to produce permissiveness 
among the students and so assure agree- 
ment. Not so with Group B. It presented 
more contradictory facts, and its members 


were more at odds with each other. But 
the important point is that the tendency 
to bring certain seemingly acceptable facts 
into the open was present in both groups. 
Even though Group B presented roughly 
2.1 times as many facts as Group A, these 
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facts were essentially those that would 
not arouse too much dispute and an- 
tagonism. This process is herein called 
leveling. 

Leveling means that we never know 
whether all the facts have been taken into 
consideration and whether or not the 
solution to our problem is correct. It 
is the process whereby thinking and 
judging are brought in line with the 
structure and norms of the group; thus 
group agreement is not necessarily in- 
dicative of the validity of the decision. 
Unfortunately, group agreement does 
tend to enhance the acceptance of the 
solution, though in one sense this is dis- 
advantageous because of the possibility 
that the solution which seemed satis- 
factory in the group’s presence may not 
seem satisfactory under other conditions. 

Leveling is apparently a function of 
ceasing to think about a problem as we 
would in private and, instead, thinking 


about it in terms of the personalities 
that make up the group in which it is 


discussed. This may be described as 
being sensitive to the other man’s view- 
point. Leveling as defined here tends to 
go further and to bring individual views 
into line with those of the group without 
penetrating analysis. Judgment of what 
is pertinent and what is not pertinent is 
tied up with the way in which the in- 
dividual sees the group and how it re- 
lates to him. In leveling, then, a per- 
tinent fact is the marriage of what one 
believes in with what may be acceptable. 


Premium on Conformity 


The group atmosphere and its effect 
on thinking have been analyzed by 
Sherif.® Thinking in private is decidedly 


5M. Sherif, An Outline of 
Harper & Bros., New 


Social 


Psychology, 
York, p. 101. 
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different from thinking in a social at- 
mosphere if for no other reason than that 
we are socially inclined and tend to bring 
our views out in a friendly and sensitive 
way. Allport, in studying the relative 
pleasantness of odors when judged in a 
group versus an independent situation, 
found that judgments expressed in the 
group were generally more guarded; that 
is, the odors were termed both less pleas- 
ant and less unpleasant.® This leveling 
effect was also noted in the judgment 
of weights. Allport describes it as a 
basic tendency to temper one’s opinion 
and conduct out of deference to the 
opinion and conduct of others. 

When faced with a group situation, we 
behave very much as suggested by White- 
head in that we anticipate what the 
group expects and present facts ac- 
cordingly.?. Mere thinking as we would 
in isolation, regardless of how sensible 
and critical, usually is not the rule. Asch, 
in support of this view, describes a 
group study concerning the length of 
lines in which every member but one 
was told to state the wrong length to 
see whether that one could be persuaded 
to adjust his answer accordingly. The 
result was a significant distortion. When 
the subject was in disagreement with the 
group, he first disbelieved his own judg- 
ment. Then, convinced that he had an- 
swered correctly but still at odds with 
the group, he became emotional and de- 
manded an explanation. Thus the group 
as an authority, together with the de- 
sire to be “right,” caused sufficient pres- 
sure that the subject’s innate good sense 
was threatened. 


¢F. H. Allport, Social Psychology, Houghton Mifflin, 
Boston, Mass., pp. 260-284. 

7™T. N. Whitehead, Leadership in a Free Society, 
Harvard University Press, Cambridge, Mass., p. 9. 


8S. E. Asch, op. cit., p. 460. 





However, the most disturbing pheno- 
menon revealed by this study is the tend- 
ency to disclaim error in one’s thinking 
as long as it agrees with the group’s. 
Carried too far, this is unfortunate be- 
cause of the implication that right and 
wrong are products of group agreement 
—that, if the group agrees, the solution 
reached is necessarily “best” or “right.” 
Unfortunately, company managements 
sometimes uphold this obvious fallacy 
even though the same men would abhor 
it elsewhere. 

Sherif has showed that, after an in- 
dividual persuades a group to support 
his opinions, the group is reluctant to 
change even when the individual changes. 
In other words, pressure to conform in- 
duces a form of inertia. Also, Asch has 
found that a group is reluctant to change 
in the presence of contradictory evidence 
as long as the members can find support 
among themselves. 

The effect of the group as a modifier 
of judgments was studied by the author 
while working with a number of stu- 
dents who were rating the efforts of a 
machine operator. After each element 
of the job, the students would call out 
their effort ratings. If several of the first 
ratings were fairly close, few subsequent 
ratings departed from them. If they 
were widespread, subsequent ratings 
tended to level out. By dividing the stu- 
dents into two equal groups, it was pos- 
sible to study the validity of the individ- 
ual ratings of the first group in relation 
to those (made subsequently) of the 
second. The variability of the second 
group’s ratings was only about half that 
of the first group’s. 

One very important thing about the 
leveling process is that we seldom know 
when it is operating. Sherif notes that 
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we are not necessarily aware of being 
influenced by the group situation or of 
having a common viewpoint pressed upon 
us.” We may, however, sense on occasion 
that although we have an inspiration and 
feel like talking about it, we fail to speak 
up because someone else already has the 
floor. We hold the idea in abeyance, and 
all too often it is forgotten or delayed 
until it is no longer relevant. 

This possibility was brought out by 
a recent study in which the “pass 
method” was used to determine how 
many ideas were held by the members of 
a particular group yet were not ex- 
pressed.!® The “pass method” is a means 
whereby an individual who does not have 
the opportunity or desire to speak up 
during a conference and give pertinent 
information jots the facts down and 
either passes them to the conference 
leader during the meeting or leaves the 
cards for the conference leader to read 
afterward. For the purposes of this study, 
the facts on the cards were not re- 
vealed until a subsequent session—at 
which time the conferees appeared to 
have changed their views from apparent 
agreement with the opinion of the group 
to considerable disagreement. Obviously, 
those who had seemed to agree during 
the first session merely went along with 
the group. Their failure to express them- 
selves prevented the group from reaching 
a satisfactory decision. 


Objectives of Group Discussion 


Many training programs—as well as 
conferences and committee meetings—are 
attempting to reach group agreement 
®M. Sherif, op. cit., p. 175. 


E. Jennings, “Conference Lea 


E dership by the 
‘Pass’ Method,” Personnel Journal, Vol. 31, No 


10, March, 1953, Swarthmore, Pa., p. 361. 
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through the use of the leveling process. 
In numerous cases, of course, group 
agreement is desirable because it helps 
bridge the gap between knowing and 
doing; and, if everyone agrees on what 
is to be done, the decision stands a better 
chance of being carried out than if some 
members of the group agree and others 
disagree. Nevertheless, the possibility 
exists that something may be more im- 
portant than group agreement—in short, 
critical discussions and analysis of the 
problem. 

If the objective of a conference is to 
uncover the many relevant facts known 
to the members of the group, the infor- 
mation left uncovered will be substan- 
tially different from that which is left un- 
covered if the objective is group agree- 
ment. However, though uncovering the 
facts is essential, it still is not the only 
objective of group discussion. Perhaps 
even more urgent is the need to develop 
ability to think critically and penetrating- 
ly. One should rebel at the notion, com- 
monly prevailing, that in order to make 
the individual important he must be al- 
lowed to “participate” in the decision- 
making process and the demands of mak- 
ing a sound decision must therefore be 
adjusted to give him that opportunity. 
Management presently seems devoted to 
the word “participate”; perhaps 10 years 
from now hindsight will suggest that we 
have made a mistake in not allowing the 
individual to exert his own individuality 
in a situation, to seek the facts regardless 
of their nature and without the pressure 
of conformity. 


Management can be fairly accused of 
this error when it does not recognize the 
part that leveling plays in group discus- 
sion. Management needs to determine 
whether it is developing individuals who 
follow the authority of the group in de- 
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cision-making, and the popularity that 
comes from conformity, rather than seek 
the true essence of a problem. Disagree- 
ment is healthy; indeed, Mary Parker 
Follett’! suggests that differences can be 
constructive and should not always end 
in a conference designed to patch them 
up. Furthermore, conferences held espe- 
cially to seek out disagreement may also 
be subject to the error of leveling. The 
point of this argument is that conferences 
are not a proper substitute for a com- 
pany atmosphere that promotes inde- 
pendent, open, and frank expression of 
facts and opinions without the ugly feel- 
ing of being a non-conformist. 


The Problem Extended 


Another potential danger involved in 
holding a conference is the possibility 
that the decision arrived at will be 
more—or less—appealing to the con- 
ferees when they reflect on it in private. 
This is an extension of the problem of 
leveling to include afterthought. Sherif 
shows that individuals who develop their 
beliefs independently usually modify 
them in a group. But more important is 
his finding that individuals who have 
first acquired their opinions in a group 
atmosphere modify them after they have 
left the group.'* In both instances, level- 
ing has taken place, though to a con- 
siderably greater degree in the latter case. 

This may be explained by the every- 
day situation in which a friend tells us 
his point of view and we react hesitantly 
while in his presence only to champion 
him when we are no longer under his 
influence. We even tend to state his 
viewpoint as our own, without properly 
identifying it. In other words, beliefs are 
not always leveled in line with those of 


11H. C. Metcalf and L. Urwick, Dynamic Admin 
istration, Harper & Bros., New York, pp. 30-49. 
122M. Sherif, op. cit., pp. 170-171. 





the group in the presence of the group; 
this may also occur after the group has 
disbanded. 

Thus the leveling process is not always 
an immediate affair but may sometimes 
be drawn out, as Asch, Bloch, and Hertz- 
man show in their studies of subjects 
asked to make judgments concerned, 
for example, with the nature of photo- 
graphs. These studies reveal that the 
cient to pinpoint the exact stage in which 
mediately but in subsequent judgments!® 
—which conclusion is substantiated by 
Sherif.'* However, evidence is insuffi- 
cient to pinpoint the exact stage in which 
leveling takes place. One assumption is 
that the moment we know of a committee 
meeting which we must attend we begin 
to organize our facts in accordance with 
our ideas of who else is likely to be 
present and what the nature of the dis- 
cussion will be. If this is true, leveling 
may extend anywhere from the anticipa- 
tory stage to that period where we are 
once again free of the meeting’s influence 
and can review what happened. We never 
know definitely when we are leveling. 
Nevertheless, to ignore the tendency to 
level is to ignore the hazard that attends 
thinking based upon group pressure. 

In a certain plant, I once asked the 
department heads as a group what they 
thought of particular aspects of the com- 
pany policy. It was sound, they thought— 
there was no disagreement. Then, on an- 
other occasion during my visit, I asked 
them again about their views. 


During 
this second 


discussion one man said, 


“Why shouldn’t we approve of company 
policy? After all, we made it ourselves. 
It had better be good!” 


Recently the 


18 Asch, Block nd Hertzman, “Studies in Principles 
of Judgment and Abilities: I. Two Basic Principles 
of Judgment,” Jou~nal of Psychology, 1939, Vol 

15, pp. 219-25 


14 Sherif, op. cit., pp. 228-232. 
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company reorganized. That department 
head was replaced, in his swan song 
mourning that he “did his best” to agree. 


Implications for Management 


The problem of pooling knowledge is 
basic to sound management, but pooling 
should not sacrifice knowledge. The ex- 
ecutive who feels that “all is well” should 
consider the possibility that all may not 


be well. 


I recall an executive who felt certain 
that in his company “things were under 
control.” Because subordinates often 
“level” their problems to suit the views 
of their superior (“If the boss doesn’t 
know what the problems are, should I?”’) , 
I asked him how often he received dis- 
turbing news from his subordinates. 
“Never,” he replied. After some counsel 
on leveling, however, he accepted the 
suggestion that he seek disagreement from 
these men. Soon, as they grew bold and 
began to tell him the truth, he realized 
how well protected he had been. And he 
learned that things were not as thorough- 
ly under control as he had thought. 

Many executives have been duped into 
believing that all is well because there is 
no evidence to the contrary. The effect of 
leveling is a problem that must be at- 
tacked at all levels of management by 
searching out facts that have been over- 
looked in the hurry to be “one of the 
boys” and on the “winning side.” 

The opportunity to speak out against 
opposition is hardly enough, for not all 
of us have the necessary courage. Rather, 
management should strive for an atmos- 
phere in which to agree is less reward- 
ing than to disagree. As matters stand 
now, he who agrees is seldom placed in 
a position where he must defend his 
views and support them, with evidence, 
against all comers. | 





A New Method of Job Evaluation 
The Guide Chart-Profile Method 


EDWARD N. HAY and DALE PURVES* 


Though many apparently still hold to the belief that it is difficult, if not impossible, 


to apply job evaluation techniques at upper management levels, a number of prom- 


inent companies have installed executive job-evaluation plans with notable success. 
In this article, a leading practitioner in the field of job evaluation describes a new 
method which has been successfully applied at both high and low levels and which 


has among its advantages the fact that it covers a wide range of jobs at various levels 


of difficulty and responsibility with a single, highly accurate plan. 


THE NEED FOR definite salary standards 
increasingly concerns top management. 
The usefulness of low-level job evaluation 
has long been recognized; but the exten- 
sion of salary standards to higher levels 
is even more important. Until recently, 
however, top management has considered 
the difficulties of establishing such stand- 
ards insuperable. Salary standards for 
executive positions not only furnish a 
basis for internal and external salary 
equity, but they provide a foundation for 
extra compensation—for motivating key 
executives to maximum performance. 

The Guide Chart-Profile Method has 
been developed out of practical experi- 
ence. It is a method with great appeal 
to top management for setting salary 
standards at all levels. It is particularly 
applicable to very complex situations 
where the extent and variety of activi- 
ties is considerable. This is the area in 
which ordinary point plans are least ef- 
fective. 


* Edward N. Hay & Associates, Inc. 
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Advantages Of The Method 
The Guide Chart-Profile Method for 


establishing Salary Standards has a num- 
ber of advantages, both as an evaluating 
procedure and as a top management tool 
for organization planning and develop- 
ment. 


1. It is based upon simple business prin- 
ciples and procedures, which makes it 
very easy to define and use. 

Its accuracy narrows differences of 
opinion down to a minimum, and brings 
sharp judgments to bear from more than 
one independent angle. It does not rely 
on single judgments, no matter how 
good. 

It requires neither highly skilled tech- 
nicians nor endless committee 
sion. 


discus- 


It inherently provides a clear, under- 
standable basis for interrelating all kinds 
of jobs at all levels. The results are 
usefully recorded for future guidance 
and extension; it shows you where you 
are and how you got there. 


The Guide Chart-Profile Method of Job 


Evaluation, by its very nature, furnishes 





important additional assistance to man- 
agement in these ways: 
Objectives for every unit and for every 
position are clearly revealed. 
Jobs which were designed to implement 
these objectives are portrayed in detail. 
Management obtains a clear picture of 
the real accountabilities for end results. 
Division managers are provided with a 
clear and detailed picture of their or- 
ganization. 


Goals for each individual position are 
outlined in each position description and 
can be developed in further detail by 
discussion between division manager and 
subordinate in each position. 


The Profile Method—A Brief Review 
Since the Guide Chart-Profile Method 


is really two methods in combination, it 
may be useful to review the Profile 
Method before describing the Guide 


Chart Method and showing how the two 
are combined. 

Perhaps it is an over-simplification, but 
it will suffice here to list the principal 


steps in the Profile Method: 


1. Select at least 15 to 25 representative 
jobs from high to low salary values. 
2. Profile each job. 


3. Rank the key jobs from high to low in 

respect to the requirement for Know- 
How for each job. 
Combine the profiles into the rank or- 
der on Know-How and, by a process 
which has already been described in de- 
tail, derive point values, not only for 
the Know-How scale but also for the 
two other scales, Problem-Solving and 
Accountability. 


The Profile Method grew out of the 
Per Cent Method? which, in turn, was a 
modification of the Factor Comparison 
Method*. The three have one thing in 


1 See the authors’ 
High-Level Job 
ber, 1951. 

2 Hay, Edward N. “Creating Factor Comparison Key 
Scales by the Per Cent Method.”’ Journal of Ap- 
plied Psychology, 1948, 32, 456-464 

8 Benge, Eugene J.; turk, Samuel L. H.; Hay, 
Edward N. Manual of Job Evaluation, Harper & 
srothers, New York, 1941. 


article, “‘The 
Evaluation,” 
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common: They evaluate by job com- 
parison, and without using definitions 
for each level of each scale. They differ 
among themselves by the way in which 
points are developed for the element 
scales. All three are called Job Com- 
parison Methods and, since the Profile 
Method is the final evolution from the 
other two, further discussion will be con- 
fined to it. 


The Job Profile 


The Profile Method differs from all 
other methods by the addition of the 
“profile,” which is an orderly device for 
weighting job elements relative to each 
other. This element weighting is done 
separately for each job and not, as in 
point plans, for each scale as a whole— 
in advance of evaluation. Thus, the pro- 
file constitutes an additional method of 
job measurement which serves as a check 
on the basic element evaluation. This 
increases the reliability of the final point 
ratings. 

{t could be expected that similar kinds 
of jobs should have the same profile, 
even though the jobs are at different 
levels. For example, the managers of 
two plants of somewhat different size 
should be expected to have about the 
same profiles even though one job may 
be—perhaps because of the difference in 
size and complexity of the plants—worth 
substantially more than the other. Thus, 
when a job has been evaluated, its pro- 
file is calculated and compared with the 
profiles of other similar jobs. If there 
is any material difference, it constitutes 
a “red light”—a warning that some 
mistake has been made in evaluation. 
Thus, an error in evaluation is revealed 
by a profile which does not “look right.” 

Illustrations of specific profiles at the 
bottom of the scale will help make clear 
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the real meaning of the word profile. 
Such profiles will be somewhere around 
80 per cent Know-How, with small a- 
mounts for Problem Solving and Ac- 
countability. Obviously, the beginner 
clerk will have few, if any, Problems to 
solve and no great burden of Account- 
ability will be placed on him. Consequent- 
ly, as between Know-How, Problems and 
Accountability, beginners are paid pri- 
marily for Know-How, and this is mostly 
for the education on which all future 
learning and skills will be built. The pro- 
file for such a job might be 80 per cent 
Know-How, 10 per cent Problem Solv- 
ing and 10 per cent Accountability, or 
something like it. 

At the other end of the scale is the 
president or chief executive of the com- 
pany. While the exact profile of this 
job is not so clearly seen, at least the 
general shape can be seen, which will be 
much different from that of the begin- 
ner clerk. In the first place, while a 
great deal of knowledge is essential, yet 
also many problems must be solved, and 
the accountability for satisfactory per- 
formance of the entire organization cer- 
tainly falls on this top executive. Con- 
sequently, there will probably be a more 
nearly even balance between the three 
job elements. Without splitting hairs, 
it may be said that usually an acceptable 
profile for the chief is 35 per cent Know- 
How, 25 per cent Problem Solving, 40 
per cent Accountability. Certainly it is 
not difficult for anyone to accept the idea 
that Accountability is preponderant for 
the job at the top. 


Element Definitions 


Profiling the jobs is the best way to 
start the job evaluation process because 
it gives the job analysts an appreciation 
of the meaning of the element definitions 
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and also enables them to become ac- 
quainted with the “key” or “bench-mark” 
jobs. A word is therefore necessary re- 
garding the elements usually used. 

Jobs are usually evaluated under three 

elements: 

a. Know-How: includes every kind of 
knowledge or skill required for satis- 
factory performance of the job. Spe- 
cifically, it includes any type of skill 
gained through experience and all kinds 
of required education or special train- 
ing. 

b. Problem-Solving (or use of knowledge 
in “thinking through” problems): in- 
cludes any mental operation where there 
is freedom of choice, including the mak- 
ing of independent decisions. 

c. Accountability (or responsibility for end 
results) : may be defined as the effect of 
the job on end results, measured by 
the probability and consequences of 
failure to reach goals through non-per- 
formance or faulty performance. 


Now that the Profile Method has been 
reviewed, it is appropriate to tell about 
the Guide Chart. 


The Guide Chart 


A “guide chart” is two or more evalua- 
tion scales brought together on one sheet, 
or chart. (See Figure 1.) Each scale is 
defined in a general way and each level 
or step of each scale is further described, 
or defined, in detail. These scales are 
similar to those used by point plans but, 
paradoxically, points are not used for the 
various levels of each scale. The idea of 
combining several scales on one sheet or 
chart is not new. Purves applied it to the 
Profile Method as a means of objectively 
describing the step and point values of 
the Profile Method. Hence the name, 
Guide Chart-Profile Method. 

Guide Charts are seldom exactly alike 
in two installations. They are constructed 
according to definite principles, but there 
may be any number of variations causing 
a chart to take on « different appear- 
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ance. In most cases, three charts are 
used, one for each of the primary job 
factors: Know-How, Problem-Solving and 
Accountability. Sometimes only two 
charts are used. In these cases, the 
Problem-Solving chart is combined with 
the Know-How chart. 


It will be seen that each chart consists 
of a breakdown into sub-elements of the 
primary factors of Know-How, Problem- 
Solving and Accountability. This is not, 
strange to say, for increasing the ac- 
curacy of evaluation. As a matter of 
fact, the Profile Method, employing only 
the three broad job elements, is actually 
more accurate than the guide chart alone. 
The great value of the guide chart is in 
making it possible to see more objec- 
tively the elements that determine the job 
value, which is also the one great ad- 
vantage of point plans from which the 
step definitions were borrowed. 


It will be seen by reading the descrip- 
tions of the various levels of each scale 
that no attempt has been made to define 
them with minute precision, and there are 
relatively few steps or intervals on each 
scale. In the example shown in Figure 
1, there are only 6 steps from top to 
bottom of the guide chart, which covers 
the whole range of exempt jobs from the 
lowest job right up to and including the 
Department General Manager. A typical 
point plan, in attempting so great a range, 
would have to define two or three times 
as many step levels, something which is 
very difficult to do with any precision. 
It is evident that a guide chart looks 
very much like a point method in that 
several scales are combined on one sheet. 
However, no points are used to indicate 
step levels of the guide chart, so we may 
call it “a point method without points.” 


Examination of the guide chart in 
Figure 1 makes it evident how jobs are 
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evaluated. Actually there are two ways 
to do it. A job can be compared in turn 
with the several scales on a guide chart 
and then placed in the correct slot op- 
posite the selected levels of each sub-scale. 
Or, sub-scales can be given to the evalua- 
tion committee in the form of several sets 
of definitions, before the actual guide 
chart is constructed. The evaluation com- 
mittee then agrees on the proper level 
for each scale in reference to the job 
being evaluated. Subsequently, the guide 
chart is constructed and the jobs inserted 
where they have been placed by the 
committee. 

It should be borne in mind that the 
guide chart-profile method is a flexible 
one. It is not “canned” in any parti- 
cular. It follows well established prin- 
ciples and practices, adapting itself to the 
varying situations encountered in dif- 
ferent organizations. The definitions are 
specifically related to the requirements of 
the jobs being appraised. 


Combining the Two Methods 


Descriptions have been given, first of 
the profile method and then of the con- 
struction of the guide chart. How these 
two are brought together must now be 
shown. Figure 1 shows the guide chart 
after the slotting of the key jobs accord- 
ing to the way each job fits the defini- 
tions, just as in a point plan. 

The first step in combining the results 
of the two methods is to insert on the 
guide chart, shown in Figure 1, the 
“step” numbers derived from the profile 
method. Figure 2 shows the same guide 
chart as in Figure 1 but with the addition 
of the step values for each job. 

An examination of each of these guide 
charts will show that there is a pattern 
of step values. Figure 3 (p.78) shows 
how this pattern of step values has been 
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A NEW METHOD OF JOB EVALUATION 


worked out. It can be seen that one job, 
Product Specialist, with an original step 
value of 6, does not fit the pattern. 
This means either that it is in the wrong 
slot—that is, wrongly placed on one or 
more of the scales comprising the guide 
chart—or else its step value is too high 
or too low. Reference to the record of 
the original deliberations of the evalua- 
tion committee, showing how they voted 
in comparing jobs against the scales, 
will usually locate the source of the diffi- 
culty, which often proves to have been 
a difference of opinion at the time of 
evaluation. Reconsideration will make it 
possible to resolve this difference and to 
adjust this job so that it is both in the 
right slot and has the right step value. 
After careful reconsideration of the orig- 
inal votes in slotting the Product Spe- 
cialist job, the committee decided that 
the slot was correct but it should be at 
a lower step value—S instead of 6. 

The guide chart is now complete, with 
a pattern of step values. Point values 
can now be assigned to step values, which 
were determined during the original proc- 
ess of developing step values, as discussed 
above in the description of the profile 
method. 

The Problem-Solving and Account- 
ability charts are developed in the same 
manner. It is now possible to slot in 
all the remaining jobs which must be 
evaluated. ; 

This slotting operation is carried on 
by first locating the correct slot for the 
job by following the definitions shown 
on the guide charts. It will be noticed 
that each slot has more than one step 
ard point value. Consequently, when 
the job is correctly slotted, it ‘is still 
necessary to find the correct step and 
point value. This is done by comparing 
the job just slotted with others in that 
and adjacent slots. Thus, while Product 
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Specialist is in the same slot with Pay- 
master, there is enough difference in the 
Know-How requirement of the two jobs 
so that it can be seen that the former 
goes on step 5 and the latter on step 4. 
Further comparisons with other nearby 
jobs will confirm this decision—or not, 
as the case may be. 

The total point value for each job may 
now be obtained simply by adding to- 
gether the respective point values on the 
two charts, or three charts if three are 
being used. 


Double Evaluation Increases Accuracy 


It should be noted that, in placing the 
step values from the Profile Method on 
the guide charts, the results of the two 
methods have been brought together in 
Any differences such as the 
one shown on Figure 3 simply point to 
the fact that a job has been evaluated by 


one place. 


two different methods and different con- 
clusions have been reached. On all other 
jobs, conclusions are in agreement, while 
here there is disagreement. This differ- 
ence must be resolved by a re-examina- 
tion of the evaluation decisions until a 
final choice is made. In other words, 
the evaluation by the two methods must 
be in agreement. This double evalua- 
tion is very satisfying to evaluation com- 
mittees and gives more reliable results 
than when only one method is used. 

An advantage of the guide chart is its 
objectivity—a feature borrowed from 
point plans. It is much easier for any- 
one familiar with the company but un- 
familiar with job evaluation to learn 
quickly how the guide chart locates the 
job, and job comparison then pinpoints 
its step value. Job comparison alone, 
such as by the Profile Method or the 
Factor Comparison Method used without 
a guide chart, is somewhat abstract in 
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that there is no record of the character- 
istics of the job which caused you to 
place it where you did. The guide chart, 
like point methods, provides this record. 
Unlike point methods, it is not dependent 
solely on the definitions. Final judg- 
ment is by job comparison. 

The last step in evaluation is to re- 
examine the profile, based on the point 
values achieved by evaluation on the 
three guide charts. This profile must be 
very much like the profiles of other 
similar jobs. If it is not, a check on the 
evaluation is in order, since the implica- 
tion of an unlike profile is that some 
error in evaluation has been made. 

There are many ramifications in the 
complete process of evaluation by the 
Guide Chart-Profile Method. Anyone 
attempting it for the first time will en- 
counter a great many knotty problems. 
Extensive experience in applying this 
method in some of our largest corpora- 
tions, however, clearly shows its prac- 
ticality and why it is endorsed by many 
of the ablest executives in the country. 


Quickly Installed 


Speed of installation is an advantage 
of the Guide Chart-Profile Method. It is 
so logical and so simple that busy execu- 
tives can learn how to use it effectively 
in an hour. One company has 25,000 
employees of whom 850 exempt em- 
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ployees, all the way up to but excluding 
the president, were included in a plan. 
650 job descriptions were written and 
evaluated by five men—with the help of 
three vice presidents for evaluating jobs 
over $10,000. The entire plan was de- 
signed, installed and completed in less 
than nine months to final acceptance by 
all top executives including the president. 

In another company, 330 exempt jobs 
were written and evaluated in five months 
and the plan is now being extended to 
the remaining 1200 exempt employees by 
the company’s own analysts. All exempt 
positions are covered, to and including 
vice presidents. This illustrates another 
advantage of the Guide Chart-Profile 
Method—it can be designed by experts, 
but most of the work can be done by 
the employer’s own staff. 


The Acid Test 


Finally, it should be emphasized that 
the Guide Chart-Profile Method has been 
successfully applied at high levels and 
low levels, in salaried jobs and wage 
jobs, in exempt jobs and non-exempt 
jobs, in manual, clerical, supervisory, 
technical, sales, executive, and adminis- 
trative jobs. It has been used by many 
prominent companies—and in many 
small ones, too—and has met the re- 
quirements of all these different situa- 
tions in one single plan. 


Guard Those You Love—Give to Conquer Cancer! 





Executives Learn by Doing! 


EDWARD C. SCHLEH* 


While the basic concept that people learn best by doing has been given full recog- 


nition in industry’s apprenticeship and on-the-job training programs, this principle 


has by no means been fully applied at the executive level. 


This paper, adapted from 
an address before the Twin Cities Personnel Managers Association, offers some 


suggestions for giving potential executives the benefit of a “test run” —that is, giving 
them the opportunity, on their present jobs, to deal with the kind of problems and 


situations which they will have to cope with increasingly as they progress up the 


management job ladder. 


WHAT IF someone proposed to teach you 
how to negotiate a labor contract by 
talking to you for half an hour—or an 
hour—or a day? Or suppose you agreed 
to listen to a series of talks—say, one a 
week for 30 weeks—without seeing a 
negotiation meeting. If you actually got 
into a negotiating meeting after those 
sessions, you would probably get into 
trouble, wouldn’t you? 

Of course you would! Basically, peo- 
ple learn most by doing. And, given 
the right kind of organization structure 
and sound administrative principles, peo- 
ple will learn—by doing—almost every 
job in the company. 

Let’s take a quick look at what’s 
needed: 


Definition of Results. To begin with, 
every job should have its results care- 
fully defined. What’s expected of it? In 
what ways can it contribute to the com- 
pany? Remember, though, to define re- 
sults, not duties. For example, a firm 
had a design engineer who had no con- 
cept of production. He 


was always 


* Management Consultant, Minneapolis, Minn. 


getting into trouble by designing things 
that didn’t have the slightest chance of 
being produced cheaply on the line. Then 
his job was defined so that he was re- 
sponsible for designing a product that 
could be produced efficiently. He was 
in charge until a pilot run had proved 
this; he had to get in there and learn the 
“feel” of the line. In so doing, that man 
developed a genuine production sense. 
A little later he was made production 
manager—and he was a good production 
manager. He had learned by doing. 
Authority to Accomplish Results. Take, 
also, the problem of authority. Ob- 
viously, there should be authority to ac- 
complish results at every level. For ex- 
ample, does a superintendent really have 
the right to discipline his men? Can he 
buy a $100 or $200 tool on his own initia- 
tive—with no questions asked? Can he 
try out a new method he’s dreamed up? 
If he has the authority, he can do all 
these things—and he'll learn to make de- 
cisions without going to someone else. 
Later, when he’s promoted to the job of 
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plant manager, he will already have 
learned—to some extent—how to act like 
one. 


The Right to Make Errors. Moreover, 
a man should have the right to make 
errors while learning. This, of course, is 
really just another aspect of authority; 
it’s a question, again, of defining the 
results expected and holding to them. 
These, however, should be big, over-all 
results. Suppose, for example, that a 
division controller tries out a new cost- 
record plan which doesn’t work. If the 
division manager reprimands him for 
losing a little money, he'll probably never 
try out another such plan. As a result, 
he won’t develop the way he should on 
that job; he won’t cultivate the habit of 
reaching out for new methods and im- 
provements and exercising his ingenuity. 
To that extent, he won’t be ready for the 
position of company controller. He needs 
credit for trying even though all his 
ideas don’t work out. 

Cooperation Between Line and Staff. 
A problem that occurs frequently is that 
of developing the feeling on the part of 
the line and the staff that they must co- 
operate. One way to do this is to define 
their results so that they are consonant, 
so that the two groups have a common 
interest. Then, if the results for which 
they are accountable are realized, both 
staff and line must get the credit. There’s 
an overlap there. That is a point that’s 
often forgotten. 

Suppose you have a superintendent and 
a methods man working on problems in 
the same department. The superintendent 
should get the credit, of course, for any 
improvement in departraental costs. The 
methods man, however, should get credit 
for any improvement in methods. Sup- 
pose methods in the department are im- 
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proved. If you give the superintendent 
full credit for everything that’s achieved, 
even if the methods man did all of the 
work, he’s going to work with the meth- 
ods man. If the superintendent gets all 
of the credit and the methods man gets 
none, however, the methods man will 
learn to beat his own drum, often in self- 
preservation. He’s going to go up and 
brag to top management about his ac- 
complishments. The result is often poor 
cooperation. If you worked it out, how- 
ever, so that they both get full credit, 
each feels the other helps him. Later on, 
when the superintendent becomes produc- 
tion manager, he will have learned that 
staff personnel are useful, and he will 
tend to welcome staff aid. For his part, 
the staff man will develop a broader 
perspective and learn to think more in 
terms of the over-all effect of the work. 

The Action Principle. Another prob- 
lem, common among record-keepers, can 
be solved with what might be called the 
“action principle.” This is especially im- 
portant in the accounting department. 
Did you ever have a cost accountant 
whom you couldn’t make controller be- 
cause he was too much of a figure man 
and couldn’t develop over-all controls? 
This is often the fault of a job setup 
which encourages him to think in terms of 
details. One way to cure him is to estab- 
lish this principle: Any man who is re- 
sponsible for keeping records should 
have the responsibility for seeing to it 
that action is taken on them. It’s re- 
markable how this develops a figure 
man so that he vitalizes his records and 
acquires a good basic concept of the 
reasons why he keeps them. The cost 
accountant learns to interpret and point 
up cost deviations to supervision so that 
definite action is taken. He develops the 








kind of thinking needed for the job of 
controller; he gets away from the idea 
that he is accomplishing something for 
the company by simply issuing a mass 
of figures. He, also, has learned by 
doing. 

A Full Day’s Work. How do you en- 
courage a man to require a full day’s 
work of everyone under him? In almost 
any plant or office you have the prob- 
lem of seasonal ups and downs (not ex- 
treme enough to call for layoffs) or 
daily variations in production. In either 
case, people aren’t busy all the time—a 
situation which tends to create faulty 
concepts of what should be expected of 
a man. It should, however, be possible 
in most organizations to set up each 
department so-that the work is relatively 
steady all day and every day. This might 
be done by combining different duties in 
the various jobs, by transferring work 
from (or to) other departments, by 
special scheduling of maintenance, by 
scheduling outside services in case of 
overloads, or by having a few men work 
odd hours (either each day or by weeks). 
The supervisor in charge will then begin 
to accept the concept of a full day’s work 
as normal; and, when he is promoted, 
he will apply the same thinking in the 
new job. 

Committees That Get Action. Getting 
intelligent committee action is a problem 
that occurs in many companies. The 
sales manager, for example, may keep 
bringing his problems to a management 
committee to solve, getting a decision, and 
then going back to apply it. He doesn’t 
develop a real sense of responsibility. 
The same thing can develop right down 
the line. You may have a series of 
foremen meetings with the set-up such 
that the foreman can always bring his 
own individual problems to the commit- 
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tee to solve. As a consequence, foremen 
often pass many of their own problems 
to the committee to solve instead of de- 
veloping their own answers. Such a sales 
manager and such foremen aren’t pre- 
paring themselves for promotion. (Per- 
sonnel men often encourage this kind of 
thing. They encourage line people to let 
the personnel man handle their prob- 
lems. In effect they often retard the de- 
velopment of supervision in their own 
plants. ) 


The function of every committee 
should be defined, as well as the types of 
problems to be considered and the re- 
sponsibilities of the members. An effec- 
tive plan is to make the chairman re- 
sponsible for developing the agenda and 
for committee results. Ordinarily, he 
should be the man whose job is most 
affected by the committee’s work. 

The Completed Function. Any man 
responsible for getting results should 
have the responsibility for reporting to 
his boss all major problems, the data af- 
fecting them, and—above all—his recom- 
mendations for action. He shouldn’t be 
permitted to say to that boss, “Here’s a 
big problem that occurred in our de- 
partment today,” and then sit back and 
wait for his boss to solve it. That doesn’t 
stimulate thinking on the part of the 
subordinate; it doesn’t encourage him to 
take full responsibility for his function, 
and it requires an undue amount of 
his superior’s time. Everyone—foreman, 
superintendent, personnel director, ac- 
countant, sales manager—should be 
forced to assume his proper share of 
responsibility, so that the decision-mak- 
ing prockss will be pushed down to the 
lowest possible level. 

Problem Anticipation. The rule of 
“problem anticipation” can be applied to 
good advantage at every point in the 
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organization. The foreman, the super- 
intendent, the sales manager, and the 
accountant all should have the responsi- 
bility—within their primary responsibili- 
ty—of anticipating, of planning ahead. 
The sales manager, for example, should 
plan for a possible drop in sales; he 
should have a plan ready to meet compe- 
tition when it makes itself felt in a 
territory. Similarly, the foreman should 
plan his crew and re-schedule produc- 
tion, as necessary, when sales spurt or 
when they drop. This emphasis develops 
a real sense of responsibility in the man 
and encourages the kind of thinking he 
will need when he is promoted. 
Elimination of Overlap. It is generally 
a good plan to eliminate overlapping 
functions as far as possible. This tends 
to reduce the suspicion that the best way 
to get promoted is to “politick” through- 
out the organization. It gives men more 
of a feeling of responsibility and less of 
a feeling of being able to “pass the buck.” 
For example, the question may arise as 
to where the responsibility for planning 
and scheduling belongs—with Sales or 
with Production. If it isn’t carefully de- 
fined, planning and scheduling problems 
will seem to occur much too often and 
neither the Production Department nor 
the Sales Department will assume full re- 
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sponsibility for them. Perhaps, in a par- 
ticular company, the Sales Department 
should make predictions, project sales, 
and be specifically responsible for 
changes to meet “hot” customer prob- 
lems, whereas the Production Department 
should regulate machine operations with- 
in the over-all schedule. Such an ar- 
rangement should develop a sense of re- 
sponsibility for scheduling in both the 
plant and the sales organizations. Instead 
of developing “buck-passing” and fight- 
ing for power, they will learn the value 
of teamwork. 


* * * 


These are only a few illustrations of 
the way in which organization planning 
and the application of sound administra- 
tive principles can and should be used 
to develop men both for promotion and 
for greater effectiveness in their present 
work. Many problems in promotion dis- 
appear when the methods and _ policies 
here outlined are carried out. Men are 
given “trial runs,” on their regular jobs, 
in the same kind of thinking that’s ex- 
pected of them as they go up the line. 
Unsuspected abilities are unearthed. Men 
are equal to assuming greater responsi- 
bility when the chance for promotion 
comes—and, meanwhile, they produce. 





FOOTNOTE ON SAFETY: Currently it is being recognized that protective devices and 
engineering safeguards have come close to the point of diminishing returns; that 


the presentation of accident data in terms of frequency rate per million man-hours, 
degrees of disability, severity rate, etc., is more a sifting of the ashes than an 
extinguishment of the fire; and that the accident onus lies in the failure of the 
individual to adjust himself to his own protection. 


—Carey P. McCorp, M.D. 
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Executive Development: 
A “Realistic’’ Course? 


To the Editors: 


As I believe you know, I sincerely feel 
that you and your competent staff are 
doing what is perhaps the most outstand- 
ing job in the country in bringing real- 
istic, down-to-earth, and useful informa- 
tion to the attention of management peo- 
ple. I have personally seen you reject 
many “crack-pot” and unfinished or un- 
realistic manuscripts (including my own!). 

I recently finished reading PERSONNEL 
for March, 1954, which contains an article 
by Milton L. Rock and John J. Grela, en- 
titled “Charting A Realistic Course For 
Executive Development.” In this case, it 
seems to me that you have deviated some- 
what from your usual editorial practice: 
Neither the authors nor you have pro- 
vided a title that is quite appropriate. 
In other words, many who read this will 
not feel that what is proposed is, actually, 
a “realistic course” toward executive de- 
velopment. Many will feel that the course 
proposed may be most unrealistic. 

It is my candid opinion that if anything 
will keep line-managers from fulfilling 
their basic responsibilities, both for their 
own development and for that of their 
subordinates, it is an approach which 1s 
over-mechanistic and over-systematized. 
Such, it seems to me, is the course pro- 
posed by Dr. Rock and Mr. Grela. 

As is true of much of the written mat- 
ter in this “newly recognized” field, there 
are many good and pertinent points in 
this article—e.g., its emphasis on the im- 
portance of meeting each executive’s in- 
dividual needs, the importance of helping 
each person to develop himself, and the 
need to integrate each man’s aspirations 





and abilities with the company’s plans. 
On the other hand, the approach here 
proposed purports to provide a “quite 
complete picture” of the individual, in- 
cluding professional psychological analy- 
sis. Some of the proposed techniques in- 
clude the use of steps which are, them- 
selves, not considered entirely valid or 
useful by some of our best psychological 
practitioners (see, for example, Robert 
MecMurry’s article, “Man-Hunt For Top 
Executives,” Harvard Business Review, 
January-February 1954, pp. 46-62). 
But such is not my chief complaint. 
I am perfectly willing to let the profes- 
sional psychologists quarrel among them- 
selves as to which are and which are 
not valid and useful psychoanalytic and 
psychological techniques. I also recognize 
that many who concentrate in this psy- 
chological field often demonstrate an un- 
realized professional bias or tendency to- 
ward over-complication of system and 
procedure, and that much of it may be 
useful and helpful. My chief point is that 
such procedures as here proposed should 
not be labeled “a realistic course.” 
Those of us who are trying to foster 
and guide executive development activi- 
ties within a company, and are trying 
to do so on a long-range, continuing basis, 
know that we must continually promote 
such basic ideas as you yourselves have 
propounded in the past—e.g., the import- 
ance of the day-to-day guidance by the 
individual boss; the need to keep the 
paperwork and procedures simple, real- 
istic, and at a minimum; the importance 


of concentrating on the individual rather 


than on a system; etc. These are among 
the basic ideas which this article may 
seem to ignore. I strongly feel that if 
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the key line executives in the average 
company were exposed to the kind of tech- 
niques here proposed, formal executive 
development would not go forward and 
might be severely handicapped for a long 
time to come. Certainly my criticism is 
in line with Robert Stolz’s argument in 
his fine article “Getting Back to Funda- 
mentals in Executive Development” in 
the May issue of PERSONNEL. I hope that 
Stolz’s article is promptly read by those 
in line management who may have read 
the Rock-Grela one—it may have some 
antidotal effect. 
Cordially yours, 
JOSEPH M. TRICKETT 
Coordinator, Management Development 
Food Machinery and Chemical Corp. 


Following the Leader 
Gentlemen: 

I have just read the editorial ‘“Follow- 
ing the Leader?” in the March issue of 
PERSONNEL. I hasten to ask whether you 
will give the Civil Service Assembly per- 
mission to reprint it in our journal, Pub- 
lic Personnel Review. 

It is somewhat comforting to realize 
that some personnel people who work for 
private industry also like to count noses 
before they make decisions. But not too 
comforting. The Assembly receives far 
too many letters which say, “How many 
other agencies are waiving residence re- 
quirements?” “Do most cities allow fire- 
men and policemen to hold outside jobs?” 
“Is it common practice to check up on 
employees who report they are sick?” 

Perhaps your editorial will help public 
personnel too. If you are willing to give 
us permission, we should like to reprint 
it in our July issue. 


Sincerely yours, 
ELEANOR S. RUHL 
Director of Publications 
Civil Service Assembly of 
the United States and Canada 
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A Problem of Definition? 
To the Editors: 


Professor Sargent’s article “ ‘Fringe’ 
Benefits: Do We Know Enough About 
Them?’”, which appeared in the May, 
1954 issue of PERSONNEL, lays timely em- 
phasis on the increasing importance of 
wage supplements, and on the need to 
put the reporting of wage supplements on 
a uniform, systematic, and nation-wide 
basis. Since this article was published, 
the Chamber of Commerce of the United 
States has issued its preliminary report 
on its 1953 survey of the cost of wage 
supplements, showing that an even higher 
proportion of labor costs is going in the 
direction of supplemental wage payments. 

While serving a useful function in 
pointing to the importance of measuring 
the value of supplemental wage costs, Pro- 
fessor Sargent’s proposal for determining 
which part of the labor cost may be con- 
sidered wages, what properly falls in the 
category of wage supplements, and what 
part should be “wage overhead” unfor- 
tunately serves to confuse rather than 
clarify the issue. 

Professor Sargent sets up as a criterion 
for the classification of these various 
elements of the wage bill the question: 
Who benefits more from the expenditure— 
employer or employee? 

Not only is this criterion based on a 
metaphysical concept which is almost im- 
possible to follow, but, as I have advised 
Professor Sargent, it is based on a funda- 
mental error concerning the employer- 
employee relationship. If the employer- 
employee relationship is not to the mutual 
interest of both parties, it has no excuse 
for existence. Wages and wage supple- 
ments are paid by the employer on the 
theory that he is receiving his money’s 
worth for his total wage bill. The em- 
ployee contributes his time and effort in 
return for the payment of wages and 
wage supplements. Accordingly, wages 
and wage supplements are paid for the 





benefit of both parties, and it requires 
an arbitrary and almost impossible deci- 
sion as to who benefits more in order to 
put Professor Sargent’s criterion 
effect. 

The basic conceptual fallacy leads Pro- 
fessor Sargent into inconsistent results. 
He classifies pay for rest periods as a 
wage item while pay for lunch periods is 
a wage supplement. Few would agree 
with Professor Sargent that payment to 
union representatives while they are con- 
ducting union business or negotiating 
should be considered as wages. Work- 
men’s Compensation is listed as a wage 
supplement, while for some reason Work- 
men’s Compensation insurance is listed as 
a wage overhead item. 

The illogic of Professor Sargent’s cri- 
terion is pointed up by the definition of 
employee benefits contained in an article 
by Edward C, Schleh in the same issue of 
PERSONNEL: 


into 


To give the employee peace of mind 
or to protect his physical well-being 
to the extent that, in the long run, 
the cost of the benefit will be no 
more than the return the company 
may reasonably expect to receive. 


That definition properly emphasizes the 
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mutuality of benefits, and the difficulty in- 
volved in attempting to apply any arbi- 
trary rule as to whether the employer or 
the employee receives the primary benefit. 
Aside from Professor Sargent’s pro- 
posal for distinguishing between wages 
and wage supplements, the article helps to 
focus attention on the importance of giv- 
ing due consideration not only to the 
magnitude of these benefits but to the 
value received from them by both par- 
ties. It is fortunate that the Bureau of 
Labor Statistics is currently undertaking 
a pilot survey that will shed a great deal 
of light upon the availability of informa- 
tion concerning the cost of wage supple- 
ments, and the feasibility of collecting, on 
a national basis, statistical data on the 
cost of such supplements. It is to be hoped 
that this survey may ultimately lead to 
the availability of data on wage supple- 
ments which will be on a par with the 
data now being collected on average earn- 
ings. 
Very truly yours, 
LEo TEPLOW 
Industrial Relations Consultant 
American Iron and Steel Institute 








AMA FALL PERSONNEL CONFERENCE 


The Fall Personnel Conference of the American Management 
Association will be held on Monday, Tuesday, and Wednesday, Septem- 
ber 27-29, 1954, at the Hotel Astor, New York. 











READERS’ REPRINT SERVICE 


S A SERVICE to readers, AMA regularly reprints in pamphlet form articles from 
PERSONNEL and other Association publications for which there is popular de- 
mand and which a large number of companies have found suitable for distribution 
within their organizations. The reprints listed below have proved of special value for 
training purposes and for distribution among supervisory, executive, and personnel 


staffs. 


Prices shown are for single copies. 
cost, and special quantity rates are available on request. 


Quantities will be provided at moderate 


Single-copy and quantity 


prices of reprints are not subject to membership discounts. 


To help us handle your order expeditiously and reduce bookkeeping, please co- 
operate by sending remittances with orders under $5.00. Remittances for New York 


City orders should include sales tax. 


Orders should be addressed to: Reader’s Reprint Service, American Management 


Association, 330 West 42nd Street 


GENERAL 


THE TEN BASIC PRINCIPLES OF SOUND HUMAN 
RELATIONS. By E. H. van Delden. Helps you im- 
prove employee morale, heighten job enthusiasm. 20c 


GETTING ALONG ON THE JOB. By H. A. Bolz. A 
commonsense guide to good work relations—recommended 
for both supervisors and employees. 20c 


THE MORALE FUNCTION OF THE EXECUTIVE. By L. 
H. Kurtz. Outlines effective means of developing pro- 
gressive and enthusiastic leadership. 25c 


A GUIDE FOR JOB SEEKERS. By H. W. Howell and 
Ruth H. Larison. Designed to help the position-hunter 
learn how best to market himself. 35c 


SUPERVISION 


AN OUTLINE OF THE SUPERVISOR'S JOB. By J. M. 
Pfiffner. A pioneer attempt to map out the foreman’s 
management job. 25c 


INTRODUCING THE NEW EMPLOYEE. By F. G. 
Schmidt. Specific methods for conveying the right ‘‘first 
impression.”’ 20c 


BUILDING A DEMOCRATIC WORK GROUP. By L. P. 
Bradford and R. Lippitt. A positive 8-point plan for 
encouraging employee participation. 20c 


PRINCIPLES OF DISCIPLINING. By F. A. Magoun. 
How constructive disciplinary action produces results. 20c 


A PATTERN FOR IMPROVED SUPERVISORY LEADER- 
SHIP. By J. M. Pfiffner. Discusses the newly emerging 
patterns of effective supervisory leadership. 20c 


DEVELOPING a By G. D. Halsey.. Outlines 
seven prerequisites tur devepiig a happy ana productive 
workforce. 20c 


TRAINING AIDS 


A GUIDE TO SUCCESSFUL CONFERENCE LEADERSHIP. 
Tested principles for the effective conduct of planned 
group discussions. 35¢ 


TRAINING UNDERSTUDIES. A supervisory guide to the 
best approaches to training replacements or substitutes. 20c 


TRAINING FOREMEN IN HUMAN RELATIONS. By R. 
A. Sutermeister. A guide to teaching foremen how to 
20c 


lead—rather than boss—their men. 


,» New York 36, N. Y. 


ROLE-PLAYING IN SUPERVISORY TRAINING. 
Bradford and R. Lippitt. Dramatization of 
as an aid in supervisory training. 


WHAT'S YOUR MANAGEMENT I. Q.? Compiled by E. H. 
Woolley. <A self-test to reveal the strong points and 
weaknesses of your managerial knowledge. 20c 


SELF-ANALYSIS QUIZ FOR SUPERVISORS AND EXECU- 
TIVES. By R. Hersey. A test to review knowledge of 
basic management functions. 


By L. P. 
problems 
20c 


COMMUNICATION 


HOW TO GET AN IDEA ACROSS. By R. P. 
Basie techniques for ‘‘selling’’ 
port. 


Cort. 


an idea and achieving rap- 
20c 


HOW TO TALK TO JOE DOAKES (Civilian). By W. 
Exton, Jr. How to get employees to rely on your state- 
ments, instead of on ‘‘seuttlebutt.’’ 20c 


COUNSELING EXECUTIVES AFTER et eee OR 


EVALUATION. By E. G. Planty and C Efferson. 
Practical suggestions for getting the most out of executive 
and supervisory rating through counseling for improve 
ment. 25c 


RED HERRINGS, MINK COATS, AND MANAGEMENT. 
By R. D. Breth. Provides employees with a_ broader, 
more positive concept of management. 20c 


SAFETY 


TEN COMMANDMENTS OF SAFETY FOR SUPERVISORS. 
Basic safety rules to help supervisors and foremen lead 
their men into working safely. Attractively printed in 
maroon and grey in a 9-by-12 inch format suitable for 
framing or desk use. 25c¢ 


INDUSTRIAL RELATIONS 
ADMINISTRATION 


WHAT IS YOUR INDUSTRIAL RELATIONS I. Q.? By R. 
Hersey and E. F,. Jarz. A self-test for reviewing knowl- 
edge of industrial relations principles and practices. 25¢ 


THE PROFILE METHOD OF HIGH-LEVEL JOB EVALUA- 
TION. By E. N. Hay and D. Purves. A description 
of one of the newer systems of executive job evaluation. 35c 


ARBITRATION UNDER THE LABOR CONTRACT—ITS 
NATURE, FUNCTION AND USE. By J. J. Justin. How 
to use arbitration most effectively. 35c 








to help you with your 
next round of 
contract negotiations... 


~- 


AMA AIDS ON 


Collective Bargaining 


This summer—for the first time in many years—contract 
negotiations will be carried out against a background of 
increasingly competitive business conditions. That adds to 
the importance of every decision made at the bargaining 
table . . . makes it vital that you approach your talks 
prepared with facts. To help you get these facts, here are 
several useful AMA publications the packaged experience of 
i 








some of the nation’s ing executives and labor experts .. . 


SOURCES OF ECONOMIC INFORMATION 

FOR COLLECTIVE BARGAINING by Ernest Dale 

A complete reference book on where to find and how to 
evaluate the necessary data for negotiating wage stand- 
ards and related issues . . . developing and documenting 
your bargaining position. 

Research Report 17 $3.75 (AMA members, $2.50) 


Just Published 


MANAGEMENT AT THE BARGAINING TABLE: 
Critical Factors in Contract Negotiation 

Material which should prove useful to you in preparing 
for this summer’s contract negotiations. Features a paper 
on annual wage plans and supplementary unemployment 
compensation. 


Personnel Series 156 $1.25 (AMA members, $1.00) 


ANNUAL WAGES AND EMPLOYMENT 
STABILIZATION TECHNIQUES 

A basic guide to the various types of annual wage plans 
and techniques for stabilizing employment—with a dis- 
cussion of their advantages and limitations. 

Research Report 8 $2.25 (AMA members, $1.50) 


GREATER PRODUCTIVITY THROUGH 
LABOR-MANAGEMENT COOPERATION 

by Ernest Dale 

A comprehensive survey of the experiences of 263 com- 
panies in the integration of labor and management in a 
common effort to increase productivity. 

Research Report 14 $8.75 (AMA members, $2.50) 


ARBITRATION UNDER THE LABOR CONTRACT— 
ITS NATURE, FUNCTION, AND USE by J. J. Justin 

Here is a down-to-earth discussion of the nature of arbi- 
tration—how it comes about, who makes the rules and 
controls its operations; and of the function of arbitration 
under the labor contract. Appeared originally as a series 
of papers in PERSONNEL. 85¢ 


SPOTLIGHTING THE LABOR-MANAGEMENT SCENE 
This 1952 conference report features: four papers on 
long-range implications of present-day labor issues... 
a case study: Sharing the Profits of Increased Produc- 
tivity ... and a paper on organized labor and politics. 
Personnel Series 147 $1.25 (AMA members, $1.00) 


HOW TO ORDER: 

You may order these publications from: 

Publication Sales Department 119, 

American Management Association, 330 West 42nd Street, N. Y. 36, N. Y. 
If you like, we will bill you or your company for orders totaling $5.00 or more. If the 

order totals less than $5.00, however, please attach your remittance with your order 
(stamps not accepted). Add 3% sales tax for orders delivered in New York City. 





Cen Commandments of Safety 
FOR SUPERVISORS 


Your job in management places you in a unique position of trust. For not only 
does the company rely on you, as the direct representative of management, to apply 
its policies wisely and fairly; also entrusted to you is the obligation to safeguard the 
well-being of the workers in your charge. No responsibility transcends this in 
importance. In this respect your job is akin to the “stewardship” of biblical days: 
As a supervisor, you are indeed your brother’s keeper. 





On-the-job accidents represent a serious threat to the physical well-being of your 
men. Their prevention calls for your constant vigilance. Therefore, if you would 
guide your men safely through their daily work, be yourself guided by these precepts: 


1. You are a supervisor and thus, in a sense, have two families. Care for your people at 
work as you would care for your people at home. Be sure each of your men under- 
stands and accepts his personal responsibility for safety. 


2. 


the work you supervise. Never let it be said 
a were not aware of the precautions 
required on his job. A % 
Anticipate the risks that m@y%gt m chafiges iequipment or methods. Make use of 
the expert safety advice that) (& e toh guard against such new hazards. 
Encourage your men to da ath : heshazards of their work. No job should pro- 
ceed where a question of an ied. When you are receptive to the 

Sthand knowledge that will help you 


hae your men to work aafelh y 
—with persistence and patience. 


Follow up your instructions consistently. See to it that workers make use of the safe- 
guards provided them. If necessary, enforce safety rules by disciplinary action. Do not 
fail the company, which has sanctioned these rules—or your workers, who need them. 


Set a good example. Demonstrate safety in your own work habits and personal conduct. 
Do not appear as a hypocrite in the eyes of your men. 


Investigate and analyze every accident—however slight—that befalls any of your men. 
Where minor injuries go unheeded, crippling accidents may later strike. 


| 
Cooperate fully with those in the organization who are actively concerned with employee || 
safety. Their dedicated purpose is to keep your men fully able and on the job and to | 
cut down the heavy personal toll of accidents. | 


Remember: Not only does accident prevention reduce human suffering and loss; from || 
the practical viewpoint, it is no more than good business. Safety, therefore, is one of | 
your prime obligations—to your company, your fellow managers, and your fellow man. || 


| By leading your men into “thinking safety” as well as working safely day by day, | 
| you will win their loyal support and cooperation. More than that, you will gain in \ 
| personal stature. Good men do good work for a good leader. | 


_| 
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Note: Copies of AMA’s “Ten Commandments of Safety,” suitable for framing (in two colors, 
size 9” by 12”, on deckle-edge stock) may be obtained from the Association’s headquarters at 
the following prices: single copy, 25¢; 2-24 copies, 18¢; 25-49 copies, 15¢; 50-99 copies, 12¢; 
100-499 copies, 11¢; 500-999 copies, 10¢; 1,000 copies and over, 91/¢. 


(Orders under $5.00 should be accompanied by remittances. Sales tax should be included in remittances 
for New York City orders.) 
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